


Institutional Archive of the Naval Postgraduate School 


Calhoun: The NPS Institutional Archive 
DSpace Repository 


Theses and Dissertations 1. Thesis and Dissertation Collection, all items 


1979 


Development and evaluation of cross-impact 
analysis as a crisis decision-aid 


Schindler, Ralph L. 


Monterey, California. Naval Postgraduate School 


http://hdl.handle.net/10945/18676 


Downloaded from NPS Archive: Calhoun 


Calhoun is the Naval Postgraduate School's public access digital repository for 


f (8 D U DLEY research materials and institutional publications created by the NPS community. 
«ist j Calhoun is named for Professor of Mathematics Guy K. Calhoun, NPS's first 


un KNOX appointed — and published — scholarly author. 

| | LIBRARY Dudley Knox Library / Naval Postgraduate School 

411 Dyer Road / 1 University Circle 
Monterey, California USA 93943 





http://www.nps.edu/library 


DEVELOPMENT AND EVALUATION OF 
CROSS-IMPACT ANALYSIS AS A 
CRISIS DECISION-AID 





Ralph Le Schindler 








NAVAL POSTGRADUATE SCHOOL 


Monterey, California 





DEVELOPMENT AND EVALUATION OF 
CROSS-IMPACT ANALYSIS AS A 
er is DECISION-AID 


by 
Salones Schindler 


June 1979 





Mess = Ndvisor: R. Sherwin 


Approved for public release; distribution unlimited. 





UNCLASSIFIED 


SECURITY CLASSIFICATION OF THIS PAGE (When Data Entered) 


REPORT DOCUMENTATION PAGE 


. REPORT NUMBER 2. GOVT ACCESSION NO 


4 TITLE (and Subtitie) 


Development and Evaluation of Cross-Impact 
Analysis as a Crisis Decision-Aid 









READ INSTRUCTIONS 
BEFORE COMPLETING FORM 


3. RECIPIENT'S CATALOG NUMBER 


3. TYPE OF REPORT A PERIOOD COVERED 


Master's Thesis; 
in 


= 
6. PERFORMING ORG. REPORT NUMBER 


8. CONTRACT OR GRANT NUMBER/(e) 






















7: 





AUTHOR(s) 









arpan E. Schindler 





10. PROGRAM ELEMENT, PROJECT, TASK 


9. PERFORMING ORGANIZATION NAME AND ADDRESS 
AREA A WORK UNIT NUMBERS 


Naval Postgraduate School 
Monterey, California 93940 



















ue 12. REPORT DATE 





CONTROLLING OFFICE NAME AND ADDRESS 









Naval Postgraduate School June 1979 
Monterey, California 93940 a AR 





18. SECURITY CLASS. (of thse report) 
Unclassified 


$a. DECLASSIFICATION/ DOWNGRADING 
SCHEDULE 


Approved for public release; distribution unlimited. 


. MONITORING AGENCY NAME & ADDRESS differant from Controlling Office) 
















16. DISTRIBUTION STATEMENT (ol thta Report) 







DISTRIBUTION STATEMENT (of the seairect entered in Block 20, if different trom Repor:) 





29 





10. SUPPLEMENTARY NOTES 






19. KEY WORDS (Continue on reverse eide if necessary and identify by block number) 






Cross-Impact Analysis 





20. ABSTRACT (Continue on reverse side ii necessary and ideniify by block manber) 


This thesis reviews the decision-making dilemma caused by 
information uncertainty and ambiguity produced during crisis 
Situations. Several cross-impact analysis techniques are reviewed 
and evaluate as possible crisis decision-aids. Cross-event 
analysis is selected and extended for demonstration in a hypo- 
thetical crisis situation involving South Asia. The selected 
technique is operationalized and employed in a controlled 








DD , I, 1473 — zoiriom or ! Nov $5 13 OBSOLETE 


UNCLASSIFIED 
(Page 1) een il SECURITY CLASSIFICATION OF THIS PAGE (When Deta Entered) 





UNCLASSIFIED 


fecumYv CLASSIFICATION OF 7wisS PaGE/Mhen Mera Entered. 





#20 - ABSTRACT - CONTINUED 


environment to assess policy response options to the hypo- 
thetical crisis. The thesis then assesses the technique's 
conceptual limitations, and evaluates its utility as a 
potential crisis decision-aiding methodology. 


a Onn 1413 UNCLASSIFIED 
s/? 0102-014-6601 SECUMITY CLASBIFICATION OF THIS PAGECMREN Dara Entered) 





Approved for public release; distribution unlimited. 


Development and Evaluation of 
Cross-Impact Analysis as a 
Crisis Decision-Aid 


by 
Ralp L. Schindler 


Lieutenant, United States Navy 
B.S., United States Naval Academy, 1974 


Submitted an partial fulfillment of the 
requirements for the degree of 


MASTER OF ARTS IN NATIONAL SECURITY AFFAIRS 


from the 


NAVAL POSTGRADUATE SCHOOL 
June 1979 


533677 
el 


ABSTRACT 


This thesis reviews the decision-making dilemma caused 
DNatormatiam Uncertainty and ambiguity produced during 
crisis Situations. Several cross-impact analysis techniques 
are reviewed and evaluated as possible crisis decision-aids. 
Cross-event analysis is selected and extended for demonstra- 
ponia nypotnetical crisis situation involving South 
Asia. The selected technique is operationalized and employed 
in a controlled environment to assess policy response options 
to the hypothetical crisis. The thesis then assesses the 
technique's conceptual limitations, and evaluates its utility 


as a potential crisis decision-aiding methodology. 
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DECISION MAR ING IN CRISIS SITUATIONS 


a... INTRODUCTION 

Accounts describing foreign policy-making indicate decision- 
makers frequently deal with profuse quantities of intelligence 
information; which may be inconclusive, ambiguous, or 
conflicting. In an analysis of the Pearl Harbor surprise 
attack, Wohlstetter reveals problems resulting from infor- 
mation quantity and unclear meaning. She characterizes the 
situation as one in which, "...the mass of signals grow 
increasingly dense and freighted with ambiguities." [Ref. l, 
AS Sorensen points out that a recurring problem facing 
Presidents is that the facts concerning a situation "may 
Cole lo: dispute... {Ref.. 2, p. 19]. Schlesinger high- 
imines the ambiguity surrounding the 1963 Vietnam situation 
by observing that the President asked; "Were you two gentle- 
Menta the same country?” [Ref. 3, p. 993], upon receiving 
two widely divergent situation assessments from two officials 
eneo eona on a fact-finding mission. This story also 
demonstrates the important role individual perceptions play 
in decision-making. 

Analysts suggest perceptions influence the decision 
process because decision-makers interpret information using 
their insights, expectations, experience, and goals. Sprout 
and Sprout refer to this as the "stateman's psychological 


environment (that is his image, or estimate, of the situation, 





setting, or milieu) [which] may or may not correspond to 

the operational environment” (Ref. 4, p. 318]. Perceptions 
are a key factor in recognizing crisis situations [Ref. 5]. 
Mee, it 1S in just such situations that information overloads 
and inconsistencies, which may confound a decision-maker's 
perceptions, seem to occur most dramatically [Ref. 6]. 

This chapter develops the concept that a "dilemma" exists 
in decision-making resulting from information overload and 
ambiguity. Establishing the dilemma's relationship to 
crises, and establishing its effect on the decision process 
requires introducing several relevant concepts. These include, 
identifying a basic decision process model, defining the 
@emcept Of Crisis, identifying its stress and information 
overload effects on decision-making, and examining factors 
which may reduce the dilemma. The purpose is to establish 
the need for a decision-aiding methodology which can lessen 


the dilemma's impact on the policy-making process. 


eee TAE DECISION-MAKING PROCESS 
According to general decision-making theory, as developed 
by Turban and Meredith [Ref. 7], the first step in the 


E E y E Sa . il 
decision-making process 1s problem 1identificatıon. The same 


subsequent steps include: searching for the alternative 
courses of action, evaluating the alternatives, and solution 
selection. These steps were not examined in detail but 
should be kept in mind during the discussion of the approaches 
to foreign policy analysis. 


ie 





source suggests identifying problems through comparing 
desired and actual levels of goal attainment. This pre- 
memposes that Organizational goals are explicit, and in a 
form which facilitates measuring their level of accomplishment. 
Such a requirement may be met in product oriented organi- 
mietons (capturing a specific share of the market, or 
obtaining a specific profit level) however, it becomes much 
Mere difficult in organizations which frame goals in terms 
Se advancing or protecting the nation's interests.” THUS, 
in starting the decision process, the policy-maker immediately 
faces a problem using available information to determine what 
national interests an emerging situation threatens. The 
available information's accuracy greatly influences the pre- 
cision of national interest identification and measurement. 
Turbin and Meredith [Ref. 7] propose using an evalua- 
tion shceme in completing the decision process. The evalua- 
tion scheme requires some technique which predicts alternative 
response outcomes, a means of relating outcomes to goals, 
and a decision rule applicable to response selection. The 
authors also describe factors which complicate the decision 


process. 


“This problem directly relates to the requirement for 
a method of system monitoring which would be basic to a 
decision-aiding system. This aspect of the aid was not 
developed extensively in the current study due to its com- 
plexity and the time required to develop, and validate 
indicators. Significant research is being conducted in this 
area by C.A. McClelland and others in the Threat Recognition 
and Analysis Project [Ref. 8]. 
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Complications develop in decision-making when incorpora- 
ting multiple goals, evaluating an indefinite number of 
alternatives, and determining how sensitive outcomes are 
to changes in problem configuration. (Changes in problem 
Senelguration could result from incomplete or inaccurate 
information. These slight changes may alter a policy alterna- 
tive's impact on overall situational outcomes, and require 
an analysis of the sensitivity of the policy option's effect 
to changing circumstances.) The above problems obviously 
is Ene policy decision process. This study's major 
premise is that an information processing dilemma, beyond 
the range of these problems, further complicates policy 
decision-making in a crisis Situation. The characteristics 


defining a crisis Situation produce this dilemma. 


ao fe CONCEPT OF CRISIS 

Traditional international relations studies often ex- 
plore the relationship between "crisis" and "normal" inter- 
actions. These works, usually describing events surrounding 
a crisis, give the concept several intuitive interpretations. 
The most common among these view crises as marking "turning 
points" in international relations. Other interpretations 


BRrreribe Crises as events which occur naturally within the system. 


un the Marxist-Leninist perspective, the occurrance of 
international crisis is an expression of the process of world 
evolution. Traditional power theory explains crisis as the 
operation of the balance of power. Here, crisis results from 
changes in the distribution of power, or from policy makers 
applying "field-tests" to determine the status of the balance 
Peet. 9]. 
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In his essay on "The Acute International Crisis," McClelland 
reviews these interpretations and concludes: 

The crises are thought to be connected 

with the international struggles for 

ideas and also for power. They are seen 

as indicators of the state of the 

international system, but are regarded 

as prime operations in the system as 

well. They seem to be related to going 

to war and to staying at peace. [Ref. 9, p. 188]. 
Obviously, crisis is a pivotal concept in international rela- 
tions. The problem is to establish it as a distinct phenomenon 
with recognizable characteristics. 

Recent theoretical approaches to international rela- 
tions studies attempt to operationalize the concept of 
crisis. These approaches are examined in a later section 
developing the dilemma's impact on the policy decision pro- 
cess. The approach advanced by Hermann [Refs. 10 and 11] 
was selected as most relevant to the current study. He des- 
cribes three dimensions which bound a crisis situation. 

i High Threat 

The first dimension defining crisis arises because 
Mies tuation poses “a potential hindrance or obstruction to 
some object or state of affairs that a decision-making unit 
ig motivated to achieve." [Ref. 10, p. 29]. A situation 
that threatens important goals produces fear that failure 
to make a "good" decision could leave these goals in jeopardy. 
Having accurate and timely information, therefore, becomes 


extremely important. The other dimensions bounding the 


Situation make it less likely such information is available. 


es 





2. Short Response Time 

Combining with the high threat factor is the real- 
REE TON that in a short period of time, if no action is 
taken, the situation may change in some major (unfavorable) 
way. This aspect requires reaching a decision quickly, al- 
Howing little time for collecting information. Furthermore, 
short response time does not permit establishing elaborate 
search routines to disclose alternative response options. 
Thus, information currently available forms the basis for 
the decision. While decision-makers may receive more informa- 
tion, its accuracy is questionable, and individual percep- 
tions become more important in determining what policy actions 
are eventually taken. The third dimension limits the stored 
Me ormation"s utility. 

3. Suürprise 

This final dimension results from the "absence of 
awareness on the part of policy makers that the situation 
Re ly. to occur (Ref. 10, p. 30]. This surprise aspect 
may stem from incomplete information, or result from a 
policy-maker's satisfaction with the situation, producing 
a reluctance to believe contrary reports. Surprise makes 
it unlikely advance preparations exist for coping with the 
situation, producing an "ad-hoc" decision process. Surprise 
also prevents serious data-collection which usually precedes 
Smeonitticant anticipated events [Ref, 11, p. 416]. These 
characteristics produce a dilemma which inhibits effective 


crisis response. 
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Dee THE DILEMMA 

In responding to a developing crisis, policy-makers 
face a dilemma dealing with breakdowns in what information 
usually means. As a crisis Situation emerge, policy-makers 
receive unanticipated information inputs. These inputs are 
unexpected because they differ from perceptions concerning 
meormal” information outputs which the situation should be 
generating. Thus, the dilemma's first aspect involves un- 
derstanding seemingly “unique" events. Policy-makers must 
correctly assess this information to realize that a problem 
exists, and to determine its importance. 

As the crisis continues, more unique inputs flow in, 
increasing the information load the policy-maker must pro- 
cess [Ref. 12]. This aspect taxes the decision units' 
amn licy to sort and rapidly interpret available information. 
Janis and Mann [Ref. 14] identify several compensating proce- 


dures individuals use in coping with information overload. 


A large body of literature exists indicating that in- 
dividuals are sub-optimal information processors. Fisher, 
et al. (Ref. 13] review the literature on individual's in- 
formation processing abilities. Their report indicates that 
unaided human judgements in complex decision tasks are often 
less accurate than formal algorithms. For instance, evidence 
presented indicates that individuals are conservative in 
interpreting data due to misperception and misaggregation. 
This implies that decisions are normally based on a small 
number of information items, thus excess data and effort spent 
fetes collection 15 “wasted”. Other evidence, collected 
from "real-world" studies, indicates that decision-makers 
have difficulty using multiple cue information. 

The current study examines the way in which crisis 
situations further reduce decision-makers' capabilities to 
Berlzeımtormation. The Fisher report indicates that the 
existance of the basic problem is enough to justify a 
decision-aiding system. 


15 





Paemyeot these inhibit the accurate evaluation of response 
alternatives. 

Evaluation also requires dependable information. Un- 
fortunately, information during a crisis may be inaccurate 
pac ontiicting due to source unavailability or distortion. 
Many factors might cause this distortion; however, the 
effect is to reduce useful information. The policy maker 
must discriminate between relevant and irrelevant; reliable 
Ememinreliable information. A crisis situation's high 
threat and time pressure components imapir the discrimina- 
tion ability which information ambuiguity requires. 

One of this study's central propositions is that: Policy- 
makers in a crisis situation must struggle to interpret 
large quantities of unusual data, having ambiguous or con- 
flicting meaning. Because the situation involves high 
threat, the perception develops that the decision is crucial. 
The rapid event flows require accurate information evaluation, 
and allow a limited decision time. The situation's surprise 
characteristic precludes utilizing routine response measures. 
To interpret large quantities of ambiguous data the policy- 
maker must rapidly and efficiently focus all available informa- 
tion and expertise on the situation. 

Reviewing current approaches to foreign policy analysis 
indicates that this dilemma affects the entire policy-making 
process. This review reveals the requirement for a real 
time decision-aiding methodology which can reduce the infor- 


mation dilemma's impact on policy formulation. 


IS 





E. FOREIGN POLICY ANALYSIS 

Traditional foreign policy studies developed the found- 
ations for more systematic approaches in identifying threats 
to national interests (crises). Hermann [Ref. 10] and 
McClelland [Ref. 9] review the intuitive interpretations of 
crisis found in descriptive international relations studies. 
The early works these authors review describe crises as 
enning points" in international relations. 

Crises were believed to result from competing national 
interests, or as Situations which developed from a series 
of events a nation viewed as somehow posing a threat to its 
interests. The effort to develop a more exact understanding 
Se, foreign policy and crises produced two broad analytic 
approaches. These approaches can be classified "systemic" 
and "decisions;" both advance theoretical arguments and 
research findings revealing the policy maker's dilemma. 
Parker [Ref. 15] describes the tenets of these two approaches 
eee cneir Major contributions. 

Meca opos ch stems from applying information theory 
eo foreign policy analysis, contributing new insights about 
communications flows in policy-making. This technique 
Mecemoes tO quantify concepts such as uncertainty and “noise.” 
1. Systems Approach 

The systems approach views crisis as an indication 


of the overall state of the system, directly related to 
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system stability.” me connection to the traditional 
Wve interpretations is obvious. From this viewpoint it 
can be argued the occurrence of crises can be used to iden- 
tify the emergence of a problem situation. 

An alternative view of crisis in systems studies 
proposes that it is a prime operation in the system itself. 
This view utilizes March and Simon's bureaucratic process 
model [Ref. 17]. In this model, organizations (modernizing 
societies) strive for stability in their environment. Recog- 
nizing a problem as having been dealt with previously, the 
organization tends to employ repetitive responses. Asa 
result the organization establishes routine procedures when- 
ever possible. Crises, in this model, are complexes of 
events overflowing normal processing channels, forcing new 
outputs, which return to the environment producing new 
inputs until new solutions are found [Ref. 9]. This sequence 
demonstrates how information ambiguity and uncertainty impact 
the decision process. 

2. Decisions Approach 

The second major approach to foreign policy analysis 

Suggests that a stimulus-response relationship exists be- 


tween crisis and decision [Ref. 11]. This approach highlights 


>MeClelland [Ref. 9] derives this interpretation from 
Hans J. Morgenthau's Politics Amoung Nations. Price [Ref. 
16] proposes that system stability and decision unit flexi- 
bility combine to define the range of options decision- 
makers consider in a crisis situation. 
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chesimportance that decision-makers' perceptions play in 
responding to incoming data. 

The decisions approach identifies crisis as a sit- 
uational variable affecting the decision process in two 
Meise These result from crisis' stress inducing character- 
MSteles, and their impact on information processing. These 
Ae ors are closely interrelated but, for reasons of clarity, 
are explored separately in this study. 

Hermann [Ref. 10] proposes that crises are situations 
involving high threat, allowing short response time, and 
w rising the decision unit. Holsti [Ref. 6], and other 
authors [Ref. 14], present psychological evidence demonstrating 
that these characteristics are stress ee The findings 
indicate that crisis induced stress reduces decision-making 
capabilities, especially those involved in identifying, 
sorting, processing, and interpreting information. 

Foreign policy studies [Ref. 6], and field experi- 


ments [Ref. 10], give credence to these conclusions. These 


S sprout and Sprout fully develop this concept in their 
works [Ref. 4 and 18]. Holsti, et al, [Ref. 5] modeled the 
Brocess Utilizing this factor. The model included: (1) the 
stimulus (meaning policy) applied by the initiating state, 

(2) the perception of the stimulus by the receiving state's 
decision unit, (3) the receiving state's policy response, and 
(4) response perception by the initiating state's decision unit. 


ON high degree of threat to important values produces 
anxiety and overreaction. Long working hours required by 
short response times, and the perception of that pressure, 
magnify stress. Unanticipated, novel situations (surprise) 
are generally more threatening to decision-makers [Ref. 6]. 
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findings indicate that policy makers face a dilemma inter- 
preting and using information throughout the entire decision 
me ess. Finally, indications are that stress is self- 
reinforcing, suggesting that the dilemma increases as the 
wua tion continues [Ref. 6]. 

These studies reveal how stress affects the decision 
Process by reducing the decision unit's ability to process 
information. One study went further and examined informa- 
tion volume produced during the crisis leading to World 
METI [Ref. 6]. Holsti's findings indicate that both infor- 
mation flow and uncertainty rose during the pre-war ÓN 
This increases both stress and information overlaod [Ref. 14]. 

3. Information Theory 

Using information theory in foreign policy analysis 
1s a relatively new approach which clarifies the relation- 
Ship between uncertainty and stress. It measures information 
levels and uncertainty contained in transmitted messages. 
Studies using this technique report findings which relate to 
iGerprecing incoming intelligence information. 

Lee [Ref. 21] explains information measurement, and 


demonstrates that "noise" in the system produced by erroneous 


Other studies have explored the role of uncertainty 
the Occurrence of war. Singer, et al. (Ref. 19] conclude 
that the changing role of uncertainty accounts for the differ- 
ent time spans for which their models predicted the occurrence 
of conflicts. An attempt to formalize the procedure used 
in the Singer study demonstrated the potential importance 
Once rtalney in the decision process {Ref 20]. 
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Smemecontlicting information reports significantly reduces 

a message's information value. McClelland [Ref. 22] uses 
information theory in developing a measure of uncertainty, 
which he employed in studying the Berlin question. This 
value represents uncertainty levels present in a given sit- 
uation. This uncertainty reflects analysts' efforts to 
Responda to tñe other side's actions. Uncertainty, mene ieee 
ceras of H-Rel values, increased fairly sharply during 
"obvious" crisis phases in the Berlin er 

These findings demonstrate that policy decisions are 
made under uncertainty and increased information volume. 
This situation strains the decision-maker's ability to cope 
with an unfolding situation. Threat, time pressure, and 
surprise combine to increase stress, and further degrade 
decision-making capabilities. 

The preceding discussion explored the information 
dilemma facing policy makers. This dilemma involved three 
Aspects: (1) responding to unexpected information, (2) coping 
with increased information volume, and (3) interpreting 
ambiguous, conflicting reports. Because the dilemma reduces 
decision-making capabilities, the requirement exists for 


a decision-aid to reduce its impact on the decision process. 


%4-Rel is defined as the ratio of absolute uncertainty 
(some knowledge of performance) to maximum uncertainty (no 
performance data known). As this ratio approaches 1.00, 
it suggests that the behaviors have shown increasing signs 
of disorderliness, or indicates a large amount of "variety" 
event emissions [Ref. 22, p. 172]. 
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To be useful such an aid must perform several 


BuNetıons. 


Er REDUCING THE DILEMMA 

The problems of multiple goals, evaluating an 
migerinite number of options, possible slight changes 
in problem configuration, and the need to incorporate new 
information complicates the policy decision process [Ref. 
7]. A useful decision-aid must, therefore, react to changing 
circumstances and incorporate diverse inputs. 

Information relevant to a particular situation is 
often incomplete, outdated, or inaccurate. The decision- 
maker must, therefore, be able to draw on data other than 
information about the immediate situation [Ref. 11]. The 
perceptions and judgments of specialists in the field might 
be one source of such data. The decision-aid should focus 
specialists' expertise and knowledge to extract meaning from 
incomplete information. 

A true decision-aiding system - as opposed to an infor- 
mation processing system - should help reduce the problem. 
Memsnould facilitate problem identification, ald in enumera- 
ting options, and help determine their potential outcomes. 
It should also provide the means to evaluate outcomes, and 
indicate optimum responses. 

The short response time inherent in a crisis situation 
requires rapid yet considered action. To reduce decision 


time and allow thorough evaluation, the decision-aid should 
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be computer adaptable. This capability would permit 
obtaining interactions from numerous, geographically separate 
analysts and specialists. It would also provide the capa- 
bility for conducting sensitivity analysis, and hard copy 


results for later analysis. 


ae OBJECTIVES 

This research project will develop and evaluate a poten- 
tial real time decision-aiding technique to examine policy 
Sereteons Lor response in a crisis situation. A decision 
“analysis methodology which deals with alternative evaluation 
under uncertainty will be selected as the basis for the 
potential decision-ald. 

After determining the methodology's information input 
requirements, working assumptions, limitations, and alterna- 
tive operation procedures, the methodology will be adapted 
cora policy analysis format. Designing a policy analysis 
format requires structuring the methodology to identify and 
rank national objectives affected by a specific problem, to 
identify possible response options supporting those objectives, 
to determine each option's contribution to achieving those 
objectives, and to evaluate their relative merit. 

The modified technique will then be demonstrated in a 
controlled environment. A study group, representing experts, 
will be presented with a hypothetical crisis situation 
in which the objective is to determine an effective response. 
The technique will be used to guide the group in thelr 


consideration of the problem, and to correlate their inputs. 
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Based on this demonstration, the analytic technique 
will be evaluated on its effectiveness in structuring and 
Beeatning a solution to the problem. The technique's util- 
ity will be assessed regarding its flexibility, ease of 


application, performance, and potential for computerization. 


ER CONCLUSIONS 
A crisis is defined by three "situational" boundaries 
[Refs. 10 and 11]. 


1. High threat to decision unit goals. 
2. Short response time available. 


Pre urprising the decision unit by its occurrance. 
These dimensions impact the decision process producing three 
complicating factors which reduce a decision-maker's already 
questionable abilities [Ref. 13] to perform effectively when 
mets vitally important to do so. 

These factors are [Refs. 6 and 22]: 


l. Stress 
AO Ace rtalnty 


Eco rmation Overload 
Increases in the levels of these factors, combined with poor 
information processing capabilities, produces a dilemma in 
interpreting information concerning a rapidly evolving situa- 
RO. 

This dilemma reduces the decision-maker's ability to: 


1. Identify relevant useful data. 
2. Correlate and interpret infromation. 


se ens 1ntormation to draw accurate inferences, 
and make responsible judgments. 


4. Determine appropriate response alternatives, and 
eyelVate their utility. 


5. Make a logical solution selection. 


Dali 





Reducing this dilemma to improve decision-making 
abilities requires a decision-aid which is: 
exible enough to incorporate multiple goals, 


diverse options, and incomplete information. 


2. Draws on the "stored information" of an expert's 
perceptions to interpret the situation. 


3. Quickly focuses the expertise and knowledge of 
numerous specialists on a situation to evaluate 
possible responses. 


4. Systematically evaluates alternatives and indicates 
an optimal response. 


5. Is computer adaptable. 

Subsequent chapters of this study will identify and 
examine an existing decision analysis technique, develop 
it into a possible policy analysis tool, demonstrate its 


meer tcation, and evaluate its utility. 
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II. CROSS-IMPACT ANALYSIS 


Bez INTRODUCTION 

The previous chapter identified problems facing decision- 
makers operating in an environment characterized by uncertainty 
Er zambiguouszinformation. In a social or political environ- 
ment, moving from problem awareness to effective control or 
corrective actions requires that decision-makers understand 
the complex relationships operating in the environment. Such 
understanding is inhibited when a problem's components are 
defined and related through imprecise concepts and incomplete 
theories. 

As indicated earlier, social and political problems are 
not easily adaptable to systematic "scientific" analysis. 

In many cases, the problem elements are not adequately defined 
nor operationalized. Furthermore, no adequate theory exists 
which describes the complex relationships among problem ele- 
ments and indicators. These difficulties are apparent in 

the attempts to construct theories, define variables, and 
identify reliable indicators for crises reviewed in Chapter 
One. 

Socio-economic and political problems are defined using 
imprecise concepts based on a limited understanding of the 
relationships among the variables involved. For this reason, 
conducting systematic decision analysis requires an alterna- 
tive approach to problem specification. The basis for one 


alternative approach is suggested by Helmer: 
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...we can elther throw up our hands 
ln despalr and wait until we have an 
adequate theory enabling us to deal 
with socio-economic problems as con- 
fidently as we do with problems in 
physics and chemistry, or we can 
make themostof an admittedly unsat- 
Stacey situation and try to obtain 
the relative intuitive insights of 
experts and then use their judgments 
as systematically as possible. 

(erc odin Rer. 23m. 2] 

The Delphi Technique was an early approach to employing 
subjective judgments in problem evaluation. It was sub- 
Mmésted tO Several criticisms, one being that it produced 
“linearly independent" estimates which failed to account 
for potential interactions among the events being considered 
(Ref. 24]. Cross-Impact analysis is a Delphi extension 
intended to overcome this problem. 

This chapter will present a non-technical explanation of 
the fundamental notions underlying crosS-impact analysis. 

It will identify and classify contentious issues which must 

be resolved before the technique can be used. This discussion 
is intended to provide a basis for systematically comparing 
the various approaches to conducting cross-impact analysis. 
Specific areas which will be explored include: (1) the tech- 
nique's basic concepts, (2) its information requirements 

and their interpretations, (3) the computational procedure 
used, and (4) the technique's outputs and possible applica- 
tions. 


In their review of the literature on decision-making, 


Fischer, et. al. examine several decision-aiding technologies 
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which use subjective estimates. These technologies follow 
a decomposition" approach involving six tasks: 


M Recognizing that- a decision 
problem exists. 


2. Identifying the possible 
Courses ot action. 


S On tructing a probabilistic 
model of the decision-making 
environment. 


4. Constructing a model to eval- 
uate the possible consequences 
of each available action. 


n oe lecting a course of action. 
6. Implementing the alternative 
selected. 


Re ES, ar 434 

Because steps 1, 2, and 6 involve understanding the 
creative and organizational processes inherent in decision- 
making, most decision-aiding technologies concentrate on 
meeps 3, 4, and 5. As this study will show, cross- impact 
analysis fits in well with these techniques.” Cross-impact 
analysis is similar to other subjective techniques in that: 
it develops an event set for defining the problem environment, 
it constructs a probabilistic model of that environment, and 


it uses the model to evaluate possible courses of action. 


should be noted that, on occasion, an entire commun- 
ity's evaluation can "miss the mark". The recent events in 
Iran provide an example. Reportedly the entire intelligence 
community was surprised at the situation's rapid deteriora- 
tion (two crisis dimensions) [Ref. 25]. A large body of 
psychology and organizational information processing litera- 
ture addresses the causes of this phenomenon. These causes 
are outside this study's scope, which attempts to develop 
and evaluate an aid for reducing the information dilemma. 
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PR TEE CONCEPT 

Cross-impact analysis is a technique which attempts to 
identify a given situation's possible outcomes by quantifying 
the linkages between potential developments. This is accom- 
plished by systematically assessing how any particular event 
impacts all other relevant events. The technique and its 
various applications are based on the realization that most 
events are connected in some way [Ref. 26]. As explained 
by Gordon and Hayward: "it is hard to imagine an event 
without a predecessor which made it more or less likely or 
influenced its form - or one which, after occurring, left 
no mark." They term these possible interrelationships "cross- 
ipacts" [Ref. 26, p. 101]. 

A second principle behind this technique is, that due 
to the nature of the "inexact sciences", the only possible 
approach to quantifying these interrelationships is to 
employ an expert's subjective judgments as a "substitute 
for the exact laws of causality found in the physical sciences." 
[Ref. 24, p. 134]. When the technique is employed, estimates 
are obtained for three event aspects hypothesized to govern 
possible interactions among future developments: (1) Mode - 
retener an event “enhances” or "inhibits" another; (2) Strength - 
how strong an impact one event has on another; and (3) Time 
Lag - how long before an event's influence is felt by other 
events. These aspects are developed in odon. Enzer, and 
Martino [Refs. 26, 27, and 28]. While latter cross-impact 


approaches do not assess these aspects explicitly, understanding 
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the interaction concept is important to understanding the 
intention and approach behind the analysis. 

As a corollary to using subjective estimates, group 
opinions are usually obtained on the basis that: "The 
accuracy of a group judgment is always greater than (or at 
meast equal to) the average accuracy of the individual 
elements."  ¡(Dalkey, cited in Ref. 29, p. Aa oo Fischer, 
ee. al. report several other studies which support this 


Semelusion [Ref. 13, p. 50]. 


C. REQUIREMENTS FOR CONDUCTING CROSS-IMPACT ANALYSIS 

To develop a probabalistic model of the problem environ- 
ment using cross-impact analysis requires that four proce- 
dures be accomplished. The first three encompass the sub- 
jective estimation process and include: (1) specifying an 
event set which defines the environment, (2) estimating the 
initial occurrence probabilities of those events, and (3) 
estimating their interactions with each other (or their 
cross-impacts). The final procedure manipulates the model 
formed by these estimates to produce the data with which 
possible courses of action are evaluated. This step requires 
(4) developing an algorithm to use in the manipulation process. 


These procedures will be explained in detail below. 


ti there are a number of subjective measurement techniques 
which depend upon aggregating group estimates. Subjective 
measurement, aggreation procedures and applications are dis- 
Biesed san Torgerson, Miller, and Coombs [Refs. 30, 31, and 32]. 
The commonly used, group-based subjective measurement techniques 
rely heavily on central tendencies (i.e., means and standard 
deviations) in order to determine judgmental scores. 
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im Event Set Specification 

The first process undertaken in cross-impact analy- 
e nS developing an event set. This is "a set of possible 
events which are thought to be important to the issue being 
explored" [Ref. 33, p. 33]. The event set may be obtained 
in any manner: delphi, conferences, literature searches, 
consultations with experts, analyst specification, and 
so forth. A single event may address any subject, and the 
entire set may address any combination of subjects such as, 
“potential technological developments, a list of social or 
political developments, a combination of these, or something 
entirely different." [Ref. 34, p. 344]. 

As broad and loose as these requirements may seem, 
the means by which the event set was formulated in several 
of the demonstrations discussed in this study has been criti- 
cized as faulty [Ref. 29, p. 137]. Therefore, it seems 
relevant to review recommendations for accomplishing this 
process. 

Enzer suggests candidate events be developed from the 
Jikely consequences of inaction, or allowing the "status-quo" 
to continue [Ref. 27, p. 50]. He also proposes several 
criteria for including candidate events in the analysis: 

(1) the development must be important 
to the subject being evaluated, in 
the sense that the event should 
have some impact on an action or 
a decision that is being contem- 
plated. 


(2) only those important developments 
whose outcome iS uncertain (that 





is, those that may occur as 
opposed to those that almost 
eersaınlvywillsor will not occur) 
should be included in the set 
being analyzed. 


(3) if the event set is to be highly 
limited it is also desirable for 
the items to be causally re- 
lated to each other in some 
way.  [Ref. 35, p. 345]12 


(4) Developments or events as referred 
to here denote specific items 
which may occur in the future. 
They are 'specific' in the 
sense that their occurrence 
or non-occurrence can be 
rigorously determined. 

(Ber UD. 50]. 


Mitchell and Tydeman propose several rules for event 
formulation. Their purpose is to reduce possible respondent 
misinterpretation and thereby reduce response variation. 
These rules will be followed in the application section of 
enis study. 


(a) Except where the cause is part 
of the event to be studied, 
events should not be stated in 
the form 'A occurs because of B'. 


(b) Events should be single rather 
than multiplermi- 6., TA occurs 
patcher chan A B, and C occur 


(c) Events should, where possible, 
be definite and specific rather 
than vague and general, e.g.,' 


t2enzer develops the requirement of being "causally related" 
ehroush the concept of "coupling". He describes three types 
Ae vente coupling, “totally uncoupled", “coupled”, and totally 
Menn edi. Of these, totally uncoupled events are felt to 
be of little importance in the analysis, coupled events 
should be analyzed, and included events may be analyzed a 
their impacts are not estimated more than once [Ref. 27, p. Seale 
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‘Costs will increase more than 

20% in real terms' rather than 

‘Costs will increase signific- 

IA Reto 129, Do 136). 
Pormulation rules are necessary to insure that "the group 
involved reach agreement and understanding on the specifica- 
tion and wording of the event set." [Ref. 36, p. 333]. 

Although it is desirable that the event set completely 

define the problem under consideration, this is rarely possi- 
ble. The uncertainties in the problem environment, and the 
complex issues involved could necessitate specifying many 
events. Since the possible first order interactions between 
events increases as the square of She number of events speci- 
fied, estimating their interactions would quickly become 
extremely time consuming [Ref. 34]. Therefore, completeness 
is often obtained by a Since it is almost impossible 
to specify an event set which includes every conceivable 
development most analysts limit the event set to a manage- 
able size and attempt to include the most important or signi- 
ficant events. In such cases, events to be included in the 
analysis are selected from a large list of "candidate" events 
on the basis of subjective importance, desirability, or 


impact ratings. These procedures will be described in the 


méxt chapter. 


LS mis limitation's implications have been examined in 
several cross-impact approaches. The developers (Enzer, Turoff, 
and Mitchell and Tydeman) suggest different methods to iden- 
tify the most important events and to retain the most sensi- 
tive or influential ones for analysis. In this manner, it is 
felt that the most serious aspects of a problem are considered. 
Furthermore, it is always possible to expand the event set 
Memeteccimstances dictate. Thus, obtaining a complete event 
Sao plat” is felt to be the only practicable method, 
and does not impose severe limitations. 
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IP Lal Probabilities 

Once the event set is established and understood by 
the respondents, the next procedure obtains estimates for 
each event's "initial" likelihood of occurrence. These esti- 
mates are varlously termed individual, initial or marginal 
e bilities.]? All refer to a particular event's likeli- 
hood of occurring by some specified date. 

As with event specification, Enzer suggests that 
these estimates should be developed from an environment which 
might evolve naturally from the current situation [Ref. 35]. 
This interpretation recognizes that developments are typically 
seen in their total environment, and not in isolation. 

This viewpoint poses a conceptual problem with cross- 
impact analysis which must be resolved before the technique 
can be operationalized. If events are viewed in their total 
environment when their initial probabilities are estimated, 
do these estimates include a consideration of the occurrence 
Año rcnher likely events in the set? In other words, in esti- 
mating the initial probability that event A will occur, do 
respondents implicitly consider the impact on A of another 
event (say B) if the other event also occurs? Each approach 


to cross-impact analysis must deal with this problem, and 


1° Different terms are applied by the various cross-impact 
analysis approaches to describe the technique's basic 
concepts. In this study these will be identified as they 
occur, and thereafter the most descriptive, or logically 
consistent term will be used, 
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it will be considered more fully while examining specific 
approaches. 

A reasonable response to this problem appears to 
be that estimators do take the interrelationships among 
events into consideration, but only incompletely and not 
systematically. Therefore, some modification is necessary 
memebtain consistent" estimates [Ref. 34, p. 342]. 

3. Cross-Impacts 

The next process obtains "A qualitative description 
Of the effect of the occurrence (or non-occurrence) of one 
event on the likelihood of occurrence of the other events 
in the set." [Ref. 27, p. 51]. These are subjective esti- 
mates concerning how an event's occurrence would change the 
probability of every other event's occurrence. These are 
binary estimates, dealing with the interactions between two 
events only. 

In eliciting these estimates, respondents are told 
to assume certain occurrence (or non-occurrence) for an 
event and then assess its impact on each remaining events. 
Rules for event impact assessment state that the events are 
assumed to happen only once (i.e., non-repetitive), that 
ae do not have to happen at all, and that they do not 
occur simultaneously [Ref. 36]. 

These estimates have been termed "conditional" or 
sa probabilities. This conflict in terms stems from 
another conceptual problem in cross-impact analysis, relating 


directly to the problem of obtaining consistent estimates. 
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The basic problem is determining how the cross-impacts 

should be interpreted. One interpretation is that the esti- 
mates are conditional probabilities in the "classical" 

sense (1.e., the probability of event A given event B has 
occurred, P(A|B)), or are used to derive conditional proba- 
bilities [Ref. 37]. Accepting this interpretation permits 
uSing Bayesian probability relationships to test estimate 
consistency. Several developers have derived conditions which 
are intended to insure consistency and can be used to com- 
pute probability bounds on subsequent Pomes Another 
interpretation is that the estimates are causal, time-dependent 
probabilities to which classical probability rules do not 
Poly (i.e., the probability A will occur assuming B occurs 
arst, P(A|B£))- In this case Bayesian probability rela- 
tionships have only limited application [Ref. 39]. 

A third interpretation is that the technique attempts 
to obtain subjective estimates for the correlation coeffi- 
cients between events. In this case inconsistency is not 
readily apparent, as when probability values exceed unity 
or become negative. Turoff applies this interpretation in 
his cross-impact approach [Ref. 36]. 

This problem will be examined in detail in the next 
chapter. Initially, however, it appears that using classical 


probability relationships not only permits testing estimates 


See) for example, Dalkey and Sarin [Refs. 34 and 38] 
EOEMeensiscency conditions and boundaries. 
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for consistency, but provides relationships for adjusting 
inconsistent estimates, and furnishes a model for their 
manipulation. Without such a model, and recognizing the 
lack of causal knowledge in the social sciences, the tech- 
nique faces problems in interpreting the subjective esti- 
mates, and justifying the manipulation Sos S 
4. Computational Procedure 
The final cross-impact analysis process employs a 

technique to analyze estimates and provide useful informa- 
tion to decision makers. As noted by Dalkey, given the 
large numbers of possible interactions, 

even if a matrix describing the inter- 

actions is available ... the task of 

Enns inesenrouchsthe implications 

rapidly gets out of hand. Some com- 

putational aid is required to take 

account of the large number of inter- 

dependencies. [Ref. 34, p. 341]. 

Frequently, the approach conducts "a Monte Carlo 

sampling of chains of events in which the probability of 
an event in the chain is modified by the cross-impact of 
the previously occurring event in the chain." (Ref. 34, 
DBA]. This procedure requires an algorithm for calculating 
the cross-impact effects among events. Several methods of 


manipulation and analysis have been proposed and are examined 


in the next chapter. 


Sone also seems that probability values imply that A and 
B are discrete events; whereas correlation coefficients, "r" 
imply that A and B are indicators of underlying variables to 
which the events are linked conceptually within a theoretical 
framework. 
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In the Monte Carlo process, an event is randomly 
selected, and its occurrence or non-occurrence randomly 
decided based on its initial probability. The remaining 
events' initial probabilities are adjusted using the selected 
algorithm, according to the first event's cross-impacts. 

At this point a second event is selected and decided, based 
on its new probability. The remaining probabilities are 
revised and the process continues until all events have been 
decided. 

Completing the Monte Carlo procedure is termed a 
run. Conducting numerous runs permits calculating revised 
fametal probabilities for each event based on the event's 
experimental frequency of occurrence. As an event is decided 
ee Occurrence of non-occurrence is recorded (either 1 or 0 
respectively). Revised initial probabilities are then 
determined by dividing the number of times each event 
occurred by the total number of runs conducted. 

Early research using the technique suggested con- 
ducting more than one thousand runs in order to reach sta- 
bility and reduce random variation [Ref. 26]. However, during 
demonstrations as few as twenty runs produced adequate re- 
sults [Ref. 27]. Johnson examined the requirements con- 
cerning how many runs were needed to produce significant 


probability shifts and stabilize inherent random variation 


[Ref. 40]. Using standard statistical techniques he concluded 
ars (1) The mean probability values for events reached 
Stability within a small number of runs (< 50). This implies 
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Mene model reached stability, or a consistent point, 
relatively quickly. (2) The standard deviations of modi- 
fied probabilities decreased with increased numbers of runs. 
However, beyond fifty runs, the magnitude of these reduc- 
tions was small. This indicates that stability was reached, 
and that random variation was only slightly reduced by 
increasing the numbers of runs. (3) As more events were 
included in the analysis set, no notable changes appeared 

in the average standard deviations obtained. This indicates 
that the numbers of runs does not have to increase as the 
number of events increases. (4) Furthermore, Johnson observed 
that while it is possible to obtain significant probability 
shifts from a statistical standpoint, there 1S no assurance 
Mate. such shifts are significant from a policy standpoint 


eee 20, p. 127-130]. 


BEZZEROSS-IMPACET ANALYSIS SYMBOLOGY 

The different cross-impact approaches, besides using 
various terms to describe basic concepts, have also employed 
different symbologies in their demonstrations. This section 
is presented in an attempt to establish a consistent symbology 
for cross-impact computations. This will simplify comparing 
the different cross-impact approaches in the next chapter. 

Event set Specification 

Le A. B, €, ... N De events which could develop from 

present circumstances, which seem to be related to each 


other (i.e., are coupled as previously described), and are 
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important to some problem being considered. These events 


were selected and formulated in accordance with the rules 


e en ed previously. Designating A as event one (El), B 
as event two (E) 7 etc., produces a set of events {E,, Eo) 
Ey e.. Bae 


PE StcElmate Initial Probabilities 
Each event (Es ehreuch Ba) has an associated initial 
probability of occurring by some specified time in the 
füture based on the present situation. It is possible for 
experts to estimate this probability (i.e., if present 


developments continue without change, the probability A, (E,), 


JE 
will occur by time T is x). Designate this probability (of 
event A) as P(E,) and similarly for all events in the set 
(P(E), P (E>), P(E,), Be P(E) I. Or as Pi FOr E MA 
> AA 
3. Estimate Cross-Impacts 
The next step is to estimate the effect on the other 
events of the occurrence of any one event (i.e., 1f event 
B is certain to occur what is the new probability event A 
will occur?). P(E, |E,) or lo E A 
and j # i. These estimates are obtained for each possible 
event pair (i,j) and designated in the form P (impacted 
event|certain event). 
4. Computational Procedure 
The result from this series of estimates may then be 


Brronged in an n by n matrix. Since the impact of an event 


on itself obviously has no meaning, the diagonal cell by 
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convention contains the events' initial Probapakkeecy. Zrhe 


2 
matrix thus contains all n required estimates. 


PAU ei 


BASIC CROSS-IMPACT MATRIX 


the effect on 
this event is 


EVENT 











ieee this A 


meal ep [eee Re 


Mete that P(E, |E,) is not necessarily equal to P(E,IE,). 


event 


Occurs 






The matrix is then manipulated using the Monte Carlo 
procedure previously described, or some other procedure may 
be substituted. Using numerous runs permits computing 
revised initial probabilities for each event based on its 
frequency of occurrence during the runs. 

# times E_ occurred 
Eon N 
n F runs conducted 
E. OUTPUTS AND APPLICATIONS 
This section will review the types of analyses conducted 
using the technique and their possible applications. The 


technique's proponents have demonstrated several types of 





Enalyses using the data generated by the technique. Many 
applications claimed for these outputs seem to address 
effectively the difficulties identified with problem solving 
in the social sciences. These claims seem plausable in the 
context of the authors' arguments, however, final judgment 
on the technique's utility must be reserved until the 
claims can be verified with data from experiments or real 
world applications. These outputs and their supporting 
rationale will be described below, along with proposed 
applications. Specific procedures for conducting these 
analyses will be presented in the next chapter which 
develops the major cross-impact analysis approaches. 

One often cited potential for the technique is the 
learning experience it provides. Due to its systematic 
approach, estimators are forced to develop and clarify 
their opinions regarding the causal linkages coupling 
potential developments in a field or several fields into a 
consistent picture [Ref. 33]. Estimators must be explicit 
when structuring their responses, and are forced to con- 
Sider related impacts and overall consistency. This aids in 
erganizing and evaluating an individual's views on a com- 
plex problem [Ref. 36]. 

Manipulating the matrix through the Monte Carlo process, 
or other procedures (other procedures will be discussed 
during the review of specific cross-impact approaches), pro- 
duces event sequence scenarios which indicate the various 


ways in which a given situation might evolve. As used in 


=> A 
“= | 
a. > o = 
oe 
aa = 
> 





cross- impact analysis the term scenario has a very specific 
connotation. A scenario refers to the event outcome deci- 
sion (either occurrence or non-occurrenc) made when the 
estimates are manipulated, and the sequence in which the 
events are decided. For a six event set a possible scenario 


would be depicted in the following manner: 


Hante events 1,4,5, and 6 occurred, and events 2 and 3 did 
mot. In this study, subsequent discussions of the cross- 
impact methodology, of specific cross-impact approaches, and 
of the study's demonstration results will use the term 
scenario (or, event sequence scenario) to refer to these 
event occurrence chains. 


Scenario generation provides decision-makers a background 


against which policy options may be evaluated.”' By speci- 


fying scenarios, and evaluating them using subjective event 


importance ratings, it might be possible to identify obscure 


U sarin discusses scenario generation and its importance 
[Ref. 38]. For a set of n events there are 2" possible 
scenarios, each with an associated scenario probability, 
P(x). Sarin proposes a method for computing these scenario 
probabilities from expert estimates. The scenario probabili- 
ties may also be computed, as were the revised initial event 
probabilities, through the Monte Carlo process. Each Monte 
Carlo run produces one scenario, P(x) for that scenario is 
computed by the frequency that it occurs divided by the 
number of scenarios generated. 

# x_ produced 
A A m 
n # runs 


However, this requires that many Monte Carlo runs be conducted. 
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but important situations from among the vast number of 
possibilities [Ref. 33]. Used alone, scenario generation 

at least indicates to decision-makers the likely consequences 
of inaction. The scenario output is the technique's major 
peel in its most interesting application, policy analysis. 

Through comparing the scenarios (produced by recording 
event sequence outcomes during a Monte Carlo simulation) to 
mie CrOsS—-impact matrix it is possible to identify "critical" 
events which make a considerable difference in outcomes [Ref. 
28]. This causal analysis also provides "a means of gaining 
insight into key branch points and items on which current 
actions and policies should be focused in order to increase 
the likelihood of achieving a desired outcome." [Ref. 33, 
oe 45). 

By examining the crosSs-impact matrix with the scenarios 
it is also possible to identify possible "Side effects" pro- 
duced by the decision under consideration. This examination 
could aid the decision-maker in two ways. First, a nagging 
problem which faces decision-makers is to identify additional 
problems which may arise further down the line caused by 
their attempts to respond to the immediate problem situation. 
Determining a decision's possible side effects may reveal 
unanticipated developments which might stem from a particular 
Sita ton or a particular policy option. 

A second advantage offered by exploring a decision's 
side effects is that the examination may indicate less 


expensive means of attaining goals through investment in 
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high-payoff areas which may have seemed unrelated [Ref. 26, 
p. 101]. This advantage is reflected in attempts to use 
cross-impact analysis to evaluate resource allocation strat- 
Bates. Gordon suggested resource allocation strategies could 
eee ted by adjusting the initial probability estimates for 
one or several events to reflect policy decisions in order to 
Emprove Or inhibit their likelihood. These Eoee are 
then manipulated as was the original matrix, and the output 
examined to determine the policy decision's effect on the 
various scenario probabilities observed [Ref. 24]. This 
process is termed sensitivity analysis, and can be used to 
explore the effects caused by changes in problem configuration. 
Further cross-impact analysis applications derive from 
using the technique to model the relationships operative in 
a given situation [Ref. 4]. Enzer demonstrates that the 
matrix may be used to determine an event's dominance and 
sensitivity. In his approach, the sum of the absolute values 
in a matrix row can be interpreted as a measure of the magni- 
tude of the impact one event's occurrence has on the occur- 
rence likelihood of all other events (its dominance) [Ref. 27, 
p. 54]. As a minimum, this identifies the events which have 
the greatest and least effect, relatively, on the situation. 
Those events with the greatest overall effects are prime 
candidates for intervention through resource allocation. 
Event sensitivity is computed from the algebraic sum 
of the matrix column values. This is a measure indicating 
how responsive an event is to the other events in the set 


[Ref. 27, p. 54]. It reveals events which may be susceptible 
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to change through secondary intervention. It could also 
indicate those events which most readily indicate changes in 
the system, and hence, should comprise the components of a 
monitoring mechanism. 

By focusing on the opinion spread registered by the 
experts, Enzer develops an uncertainty measure reflecting the 
Segece Of estimator uncertainty concerning the cross-impacts. 
This is derived for each event by determining the distance 
Between the upper quartile and lower quartile estimate values 
[Ret. 27, p. 54]. This "uncertainty" measure also highlights 
the level of agreement among the experts, and can be inter- 
preted as a "confidence" measure. Such information would be 
an aid in resource allocation, allowing decision-makers to 
avoid investing effort in influencing an event whose impact 
was highly uncertain. If subjective estimates regarding an 
event's importance and desirability are obtained with the 
probability estimates more elaborate analyses are possible. 
These could aid decision-makers in identifying desirable actions 
and areas warranting further investigation [Ref. 27, p. 57]. 

The cross-impact technique also appears amenable to mani- 
pulation with digraph theory, and other techniques used in 
studies of individual and organizational information process- 
ing (esp. information theory). Digraph theory uses binary 
Mathix Entries to trace third- and fourth-level interrelation- 


ships among Events. muro iacorporated information theory 





a he principles and methods of digraph theory are 
presented in Harary, et al. [Ref. 42]. Axelrod [Ref. 43], and 
Bonham, et al. [Refs. 44 and 45] have attempted to apply digraph 
theory to international relations theory and problems. 
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in his cross-impact approach to relate estimates for 


Erceurrenee and non-occurrence [Ref. 36]. 


E. RATIONALE FOR SELECTING CROSS-IMPACT ANALYSIS 

The preceding discussion has revealed several aspects of 
cross-impact analysis which make it attractive as a decision- 
aiding methodology for crisis situations. The technique's 
advantages will be summarized below as justification for 
selecting cross-impact analysis for demonstration and evalu- 
Daon inthis project. Specific aspects of the technique 
discussed include: (1) its subjective method of evaluation, 
TES Systematic approach, (3) its flexibility, (4) its 
demonstrated application to as analysis, and (5) its 
esential utility as a learning tool. 

iS UD ective 

Using expert's subjective evaluations precludes the 

need for a formal theory relating crisis elements, national 
interests, and policy options. The procedure takes into 
account the perceptions and accumulated knowledge of experts 
and decision-makers (which is not easily transferred) and 
uses them to process and interpret imprecise information. 
It minimizes the need to collect precise data on numerous, 
inadequately understood indicators, especially in situations 


i ; Se 19 
where time and stored information is limited. 


re is not intended to suggest that theory construction 
and indicator development are not important. As noted in 
Chapter One, these approaches are required for system moni- 
toring, furthermore, they are necessary to achieve precısıon 
in the social sciences as indicated by Rossenau [Ref. 46]. 
What is intended is to establish the current need for sub- 
jective estimates in quantitative analyses of policy problens. 
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PS Y S ESMateic Approach 


Because the technique is systematic in its approach, 
it encourages the consideration of the numerous interactions 
which could be overlooked in situations involving short response 
time and stress. In addition, it proceeds logically from 
problem identification through the selection of policy options. 
The subjective estimates obtained during the evaluation process 
are retained so the entire analysis can be replicated at will, 
rather than being lost after the crisis has passed. 

Finally, because it is a systematic procedure cross- 
impact analysis may be conducted using a computer. Most 
applications demonstrated, especially those presented by 
Brercnel]) and Tydeman, Turoff, and Sarin [Refs. 29, 36, and 
38], have utilized or advocated an interactive computer 
system for querying experts. This capability increases 
analysis speed and flexibility, both of which are desirable 
pala decision-alid in crisis situations. 

EE SE Et y 

Cross-impact analysis is not constrained by data 
requirements to evaluating only a few empirically quantifiable 
variables. The variables used in the technique are obtained 
from experts' perceptions concerning a specific problem. If, 
while obtaining subjective probability estimates, it becomes 
apparent some important aspect of the problem has been 
omitted it is possible to include it in the event set. This 
capability is particularly useful in analyzing a crisis 


situation involving uncertainty and incomplete information. 
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Tr allows the event set to be modified in response to 
Anging circumstances. Such "last minute" modifications 
are possible because the values used in the analysis are 
subjective, and can be easily revised or expanded. 

Using subjective judgments also permits the approach 
to address any problem for which an appropriate event set 
can be specified. This flexibility is evidenced by the broad 
spectrum of problems to which the technique has been applied. 

4. Demonstrated Applications 

Several cross-impact studies have been conducted in 
Situations relevant to policy analysis. Heuer describes one 
such study in reviewing CIA efforts to use quantitative 
Rechniques to analyze policy relevant situations [Ref. 41]. 
The approach is future oriented and addresses the potential 
oro. tot a current situation. Thus, cross-impact analysis 
attempts to be predictive, conducts sensitivity analysis, and 
indicates degrees of uncertainty. Other developers have 
applied the methodology to problems of evaluating transporta- 
tion alternatives, population trends, and energy options 
meets.) 260, 33, and 47]. Changing values and objectives are 
implicitly considered by using subjective estimates or may 
be explicitly stated in the cross-impact matrix. Finally, 
once the estimates' form and meaning are understood the 
procedure may be used by anyone. For these reasons, cross- 
impact analysis enhances the process of analyzing a situation 


and reaching a policy decision. 
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Learning Tool 
Since respondent estimates can be retained, the 
technique can help close the feedback loop involved in 
assessing the direction in which a situation is moving. This 
can be accomplished by comparing estimates obtained over time 


(T),-T,). If a policy has been implemented between T, and T 


1 Zu 


then the comparison tests the policy's success. 

By monitoring the emergence of cross-impact matrices 
ever time, it might be possible to gain insight into how 
organizations structure their knowledge about the environment. 
Mees, a series Of Matrices, taken from a particular situation, 
might reveal some mechanics of organizational information 


processing. 


G. EVALUATION CRITERIA 

The preceding overview highlighted cross-impact analysis’ 
potential applicability as a policy tool. However, the 
various conceptual problems identified here and by the tech- 
nique's developers have produced several alternative cross- 
impact approaches, each advancing different methods to deal 
with the technique's conceptual problems, and leading to 
confusion regarding which variation of the technique is the 
best to operationalize. 

Due to the on. selecting a variation for extension 
as a crisis decision-aid should be approached systematically 
using consistent evaluation criteria. These criteria should 
address each variation's primary components, including its 


assumptions, underlying rationale, and implications. Specific 
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implementation problems should be evaluated by examining 
information requirements, computational procedures, and 
methodological approach. The goal is to select a practicable 
Approach and develop it into a crisis decision-aid. 

In developing consistent evaluation criteria, several 
considerations must be kept in mind. These stem from the 
Sm@eeacterhstics defining crisis, and this project's time and 
computational resource limitations. Based on these considera- 
tions, discussed in the first chapter, the following criteria 
were formulated for comparing the various cross-impact approaches. 

1. Is the event formulation scope adequate? This 
refers to the subject area addressed by the event set. In the 
intended analysis, events must cover such concepts as "national 
interests" threatened, and specific "policy options" available. 

can events be rated on ¿importance/desirability? 
The need for such subjective estimates in sensitivity analysis 
and event set selection has been indicated. This refers to 
whether or not the specific technique includes procedures for 


obtaining and using such estimates. 


3. What types of analysis can be performed using the 
menni gue? 

S the technique computer adaptable? 

5. Are the estimated relationships clearly formulated? 


This refers to whether or not the procedure used to obtain 
estimates, and the questions asked, are understood by the 
respondents. Are the respondents asked for estimates they 


can reasonably be expected to supply? 


al 





6. Are the estimates consistent, or can consistency 


be obtained? This refers to the need for estimates which can 
be manipulated using a systematic, rigorous, methodology. 

7. What algorithm is used to manipulate the estimates? 
This refers to the procedure by which the cross-impacts are 
"taken into account" [Ref. 34, p. 342],and how it is structured. 

8. Is the procedure logical/justifiable? This 
meters to the assumptions made in adopting the algorithm, are 
they reasonable and what limitations do they impose? 

9. How is consistency obtained? This refers to the 
computational procedure for checking consistency and revising 
estimates into a consistent set. 

10. How are scenarios generated? This refers to the 
procedure used to develop event sequence scenarios, how complex 
it 1s and whether or not it provides a ranking system. 

11. How many estimates does the technique require? 

eine types Of computation are performed? This 
refers to the complexity of the calculations. Are they 
algebraic, quadratic, differentials, or linear programs? 

13. How many terms are involved in each formula? 

14. How many separate calculations are required? 

This refers to what computational steps are required for 
estimate manipulation, checking consistency, scenario 
generation and analysis. 

These last four criteria are proposed in order to 
identify an approach which can be demonstrated using limited 


eom ut ational facilities. This study will replicate the 
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selected approach manually, therefore, the number and 
complexity of estimates and computations must be kept to 


a manageable number. 


ae CONCLUSION 

This chapter has presented a broad overview of cross- 
impact analysis, identifying its basic concepts and potential 
applications. Since there are a number of alternative 
approaches to implementing the methodology a set of evaluation 
criteria was developed to use in selecting an approach for 
operationalization. The next chapter will review the major 
cross-impact approaches, select one for demonstration, and 
wend it to deal with a crisis situation. 

Subsequent chapters will discuss the implementation 
procedure used, identify the problems encountered in opera- 
tionalizing the selected approach, and present the demon- 
stration results. In the final chapter, these results and 
the implementation experience will be used to evaluate the 
selected cross-impact approach's potential utility as a 


Crisis decision-ald. 
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III. THE MAJOR CROSS-IMPACT APPROACHES 


BN. INTRODUCTION 

This chapter will identify and evaluate the major appro- 
aches to cross-impact analysis using the evaluation criteria 
developed in the preceding chapter. Four major approaches 
will be described and discussed in terms of their basic 
assumptions, procedures and outputs. In addition, three 
ancillary approaches which were felt to be too complex for 
demonstration will be reviewed briefly. The four major 
approaches will then be compared using the evaluation cri- 
teria, and one will be selected for demonstration and evalua- 
tion as a possible crisis decision-aid. The selection pro- 
cess will also highlight possible problems in operationalizing 
the selected approach. 

Demonstrating the selected approach in a hypothetical 
policy relevant, crisis situation may require that it be 
extended to address specific problems inherent in such 
situations. These problems include short response time, 

End evaluating specific policy options. Possible extensions 
to cross-impact analysis will be developed once an approach 


has been selected. 


B. THE BASIC APPROACH (GORDON) 
The concept of cross-impact analysis was introduced by 
Gordon aná Hayward in 1968 [Ref. 26]. As previously noted, 


it was a partial response to one of the Delphi criticisms 
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MZA). CES first application was in a forecasting 
game, developed for the Kaiser Corporation, which tested 
resource allocation strategies [Ref. 24]. 
l. Assumptions 

Cross-impact analysis is based on two assumptions. 
In response to the Delphi criticism, the developers hypothe- 
sized that most events are connected in some way. Further, 
they felt that it is possible to estimate these connections 
subjectively as to mode (enhancing or inhibiting), strength 
(amount of influence), and time lag (length of time required 
for effect to be felt) [Ref. 26, p. 101-4].7° 

Given that linkages existed and could be estimated, 
the developers next addressed how the impacts worked, or 
how one event's occurrence Da Ey? , Changed a second event's 
Da, (E,) , occurrence probability. They assumed each event 
mmmcome individual” (inital) probability of occurring 
Be (P=), by a specific date. The change in probability 
ee (Ps), caused by another event's occurrence was assumed 
to be a function of mode, strength, and time lag. However, 
an event's failure to occur (non-occurrence) was assumed to 


have no effect on the remaining probabilities. 


“Orhese relationships are more complex than indicated 
fete. Gordon realized that the "connections are subtle 
and vary widely in strength. [sic] Composed of at least two 
major elements; probabilities of feasibility (P) and pursuit 
(Bo) -" Bern 24, pn. 139]. 
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Stated mathematically, they assumed: [Ret 26, 


pe. 104]. 
BP’; = = De, 
where: 
T UA ELO 
M = estimated Mode 
E, = time in the future E, occurs 
S = estimated strength 
E = time in the future for which probabilities 


are being estimated 


The relationship between events was assumed to be quadratic 


(Ref. 25; De 1893 ]|5, 


PR = ap.“ + bP. +c 
I T 


By assuming known end conditions: 


when P. = 0 then P'. = Q 
l i 
ee it P be l 
angen i ts = t (no time lag) Pi = P i 


And assuming the mode, strength, and time effects are 


linear [Ref. 26, p. 106]: 
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where 


k = +1 (Mode) 


S = number between 0 and 1 (smaller representing 


weaker effect) 


Br reröre, in the inhibiting case, 


=] <a< Q 


and enchancing 


OMe Ge: | 


this produces: 








2. Procedure 

This equation was demonstrated in two applications, 
a historical context and a futures context. In these 
demonstrations, the estimates were made by the experimenters. 
The historical problem examined the Minuteman deployment 
decision, the future problem examined transportation develop- 
ments in light of technological advances and changing 
societal attitudes [Ref. 26]. 

In both cases the procedure began by specifying 


relevant events and developments to be examined. These 
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events were obtained through literature searches, expert 
interviews, and the analysts' own opinions. 

The next step was to estimate the initial proba- 
bilities and occurrence dates for each event. An event 
matrix was then constructed, and the potential interactions 
between each event and every other event were estimated. 

These estimates assessed both the interaction's mode 
and its strength. They were made by assuming one event was 
Bercain to occur, and then predicting its impact on each 
remaining event. These values ranged from -1.0 to +1.0, 
and made up the matrix body. Upon reviewing the individual 
event pair interactions certain "predecessor-successor" 
relationships were apparent to the experimenters. In the 
subsequent manipulation, events which had to be predecessors 
were evaluated first.“ 

A computer was programmed with the quadratic 
relationship and the "Monte Carlo" procedure used to manipu- 
late the matrix. If an event was decided to occur, its 
impact was calculated from its cross-impacts with each 
other event using the quadratic equation, and the remaining 
events' initial probabilities were adjusted accordingly. 


If non-occurrence was decided then the remaining probabilities 


er the matrix, these relationships were indicated by 
appending a second digit to the interaction values. (0 = 
immaterial, 1 = likely predecessor, 2 = necessary predecessor) 
meet. 26, p. 107]. 
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were not changed. The computer run was conducted one thou- 
sand times so that "revised" probabilities could be computed 
for each event based on its occurrence frequency [Ref. 26, 
ee 108). 
3. Analyses Performed 

Using this procedure, Gordon and Hayward demonstrated 
that four potentially useful analytical methods could be 
developed from the initial matrix. These were: (l) final 
Meecability rankings, (2) probability shifts, (3) tracing 
causal effects, and (4) scenario sensitivity analysis. 

Ranking by final probability produced a possible 
event sequence outcome scenario. In the example this was 
felt to be logically consistent (plausable). However, the 
developers realized it was no more consistent than other 
possible scenarios. (Alternative scenarios could be obtained 
by recording the "decisions" made in each computer run using 
BOr non-occurrence and 1 for occurrence.) [Ref. 26, p. 108]. 

The ranking by probability shift (difference between 
A and P’;) was used to identify the events most affected 
by the suspected interactions. In other words: "the item 
[event] which had the highest probability shift could be 
expected to be the one most influenced by the external 
events depicted by the remainder of the list." [Ref. 26, 
ore L038]. 

In their forecasting analysis, the developers 


attempted to use the matrix to trace through the reasons 
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for an event's resulting probability shift. For example 


they concluded that: 


Within the groups of items [events] 
describing future transportation 
modes, fast sub-surface trains 
showed the highest probability 
gai” suggesting that changing 
customer preferences, social 
customs, and technological 
innovations might favor this role. 
Oeeme. 26, p. 113). 

In essence, this is an elaborate way to state the 
probability shift conclusion, and later cross-impact developers 
would attempt to be more explicit in tracing causal effects. 

The developers also used their model to examine the 
potential effects of conscious policy decisions. Policy 
decisions were interpreted as decisions to allocate re- 
sources to making a particular event or set of events more 
likely. Such a decision was reflected by arbitrarily raising 
the initial probabilities for those events. The policy 
decision's results were then indicated by manipulating the 
matrix uSing the new initial values and comparing the 
effects produced, on the event sequence scenarios, with the 
Mirella run [Ref. 26, p. 115]. 

Perle lLque 

Gordon and Hayward recognized that their approach 
had several weaknesses. These would be expounded upon by 
later reviewers. The quadratic relationship had been selected 
due to its intuitive appeal and for convenience, however, 


the authors were not insistent that it be used. They 


suggested that other possible forms be examined. Gordon 
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and Hayward also recognized that there was little justifi- 
cation for assuming mode, strength, and time lag acted 
linearly. A logistic function was recommended as being more 
appropriate. The assumed non-effect of non-occurrence was 
felt to be an oversimplification which could be easily over- 
come. Finally, in future applications the developers pro- 
posed that estimates be obtained by a consensus-building 
technique such as Delphi [Ref. 26, p. 115]. 

One of Gordon and Hayward's critics, Enzer, criticized 
the quadratic adjustment assumption on the basis that it 
arbitrarily restricted the possible domain of change in 
Pl.- The greatest absolute change in Pi couldroccurtonly 
when E D he quadratic did not allow; 

... the occurrence of one event to 

have a large positive absolute 

impact on an event whose initial 

probability is very low, or a large 

negative absolute impact on an 

event whose initial probability 

ies high: [Ref. 35,..B. 352]. 
He notes that although this appears to violate intuitive 
eminking, it did prevent B Erom ceeaching unity or becoming 
negative. 

Enzer also explained the limitations produced by 
ignoring an event's non-occurrence. He felt that failing 
to consider non-occurrence leads to ambiguity in defining 
the initial probabilities. This is because any cross-impact 


effects which may have been implicitly included in estimating 


the initial probabilities are not removed. However, Enzer 
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noted that it may be conceptually difficult to estimate 
Birzerfectrof non-occurrence [Ref. 27, p. 59]. 

In their estimation of the interrelationships, Enzer 
felt that Gordon and Hayward had not adequately defined the 
@eess-impact factors [Ref. 27, p. 53]. This problem relates 
to how estimator responses should be interpreted, as dis- 
cussed in the preceding chapter. Two other critics, Mitchell 
and Tydeman, indicated this problem's implications when they 
observed that Gordon and Harward's "...procedure contains 
no mechanism to ensure that basic pairwise probability 
relationships remained intact." [Ref. 29, p. 134]. 

The basic approach had other problems associated 
with its use. Dalkey points out that relative likeli- 
hoods for individual event sequences (scenarios) could 
not be assessed directly. This was because only binary 
interactions were considered [Ref. 34]. 

To make scenario computation 

useful it will be necessary 

either to obtain estimates of 

higher order interactions or 

find a more logically correct 

assumption concerning them 

Ren: 34, p- 350]: 
Another problem noted by Mitchell and Tydemand was that the 
approach lacked an uncertainty measure with which to evaluate 
the expert's opinions [Ref. 29, p. 134]. Also, as discussed 
in Chapter Two, Johnson challenged the assumption that proba- 
bility shifts which were significant from a statistical stand- 


point could be assumed to be significant from a policy 


Eramdpoint [Ref. 40]. 
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C. MODIFICATIONS TO THE BASIC APPROACH (ENZER) 

In two successive cross~-impact analysis applications 
Enzer attempted to overcome some of the problems discussed 
above [Refs. 27 and 33]. In his earlier work Enzer retained 
the basic method's approach to quantifying event interactions, 
to uSing a quadratic manipulation, and to ignoring non- 
eccurrence. The major innovation was that he used the 
Delphi technique to obtain his event set and subjective 
estimates. This allowed him to extend the analyses he 
Bould perform [Ref. 27]. 

By using the Delphi technique Enzer was able to retain 
the estimators’ opinion spread for each specific relationship 
examined. Opinion spread is defined as the range between 
the upper quartile and lower quartile response values, or 
one standard deviation above and below the mean value. With 
this information Enzer was able to conduct two analyses more 
systematically than Gordon and Hayward had. Enzer demon- 
Strated that the mean response values could be used to iden- 
tify dominant and sensitive events before their probability 
Sites were determined. In addition, the estimator's opinion 
spread could be used to indicate estimator uncertainty 
concerning the potential interactions. 

An event's dominance was determined by summing the 
absolute values contained in a matrix row. Since these 
represented an event's impact on the other events, this 
measure was used to identify the events with the greatest 
overall impact. Event sensitivity was measured by alge- 


braically summing the column values. These values represented 
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the degree to which all other events influenced a single 
event's occurrence probability. This measure was used 
to identify the events which responded most readily to 
changes in the problem situation. 

The opinion spread in a row indicates the estimator's 
uncertainty regarding how an event's occurrence impacts 
Amer other events. The opinion spread in a column indicates 
the uncertainty concerning how an event is affected by 
meme, Other events [Ref. 27, p. 55]. 

in addition to the standard estimates, Enzer elicited 
respondents’ opinions concerning each event's importance. 
e gested that these importance ratings, in conjunction 
with the above measures, can aid in identifying desirable 
events for resource allocation, and for selecting events 
to be used in sensitivity analysis. In this case, an important 
event which is insensitive to the others would require direct 
intervention, sensitive events might benefit from indirect 
action, and highly uncertain relationships would require 
closer analysis and evaluation before a decision could be 
Made [Ref. 27, p. 57]. 

Although it introduced an uncertainty measure, and 
permitted more exact causal analysis Enzer's approach 
suffered from many of the same problems associated with 
the Gordon and Hayward method. These recurring problems 
included: the use of the quadratic manipulation, ignoring 
non-occurrence, and determining how to interpret the 


mespendent's estimates. Furthermore, the Delphi technique, 
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while extending the analysis, has some inherent problems. 
Fischer, et. al. cite studies which suggest that the Delphi 
technique (where individuals make estimates; receive anony- 
mous feedback about the estimates of other group members; 
and make additional estimates based on the feedback) is a 
meee Way to elicit expert opinion. The studies reviewed in 
Meener, Gt. al. indicate that the best procedure to elicit 
expert opinion uses a slightly different approach. The 
recommended procedure is to have the experts make individual 
estimates; then, bring the group together and allow the 
experts to discuss their estimates face to face; and finally, 
have the experts make a second set of individual estimates 
MLS, p. 55]. 

Enzer's second application introduced more fundamental 
changes to the Gordon and Hayward method. Enzer abandoned 
the quadratic manipulation, and introduced the concepts of 
Stekelihood ratios" and “constant change of odds" to handle 
the procedure of manipulating estimates. In this approach, 
estimates were elicited as changes in probability and non- 
occurrence was considered. Enzer also attempted to resolve 
estimate inconsistencies [Ref. 33]. 

l. Assumptions 

Using an event's importance rating, it was possible 
for Enzer to limit the number of events to be included in 
the analysis. Selecting the most important events avoided 


the necessity to specify the entire environment, thereby, 
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simplifying the analysis. However, this increased the 
complexity of the estimation process. 

Interrelationships were estimated in terms of the 
change in likelihood of one event (E,) produced by another 
Avent 's (Es) occurrence. This was defined as P(i|j). The 
effect of non-occurrence could also be estimated in the same 
way, and was defined as P(i|j). If this second estimate was 
too dififcult for respondents to provide it could be calcu- 
lated using a standard probability relationship [Ref. 33, 


er. 33]: 
P(i) = P(j)Ppt(il3) + (1-P(3j))(pilj)) 


These values were then used to compute the likelihood 


(cross-impact) ratio for each event pair [Ref. 34, p. 350]: 


| MEA IA ES, 
13 ENS) ASS 
This became the factor by which the initial occurrence 


probabilities were multiplied when an event's occurrence 


or non-occurrence was decided. Using this ratio expanded 
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the domain of change possible for an event's initial 


probability.** 


To track the many changes in probability produced 
by the occurrence or non-occurrence of numerous events, 


Euzer introduced the concept of "constant change of odds". 


He stated: 


--- the judgment concerning the 
impact on Event A of the occurr- 
ence of Event B is independent of 
the exact probability of occurr- 
ence of Event A, and that when- 
ever Event A is preceded by the 
occurrence of Event B the change 
mMer kelihNood of occurrence of 
Event A is known from the initial 
pU. RES” Dp TL]. 


This means that once the interaction between two events (A 
and B) has been estimated, its value is not changed if 
another event (C) occurs before B and changes event A's 
matetal probability. As long as B occurs before A it will 
impact A's current probability to the same degree that it 


was believed to impact A's initial probability. 


eens Enzer explains in his earlier work: 


Changes in probability in the form of quanti- 
tative ratios opens the domain to the widest 
range of possibilities. Several of these 
are presented in Figure 6 in a form comparable 
Wiensche prey ous figure. From Figure 6 it 
can be seen that an event whose initial proba- 
Divas 20% could, if impacted by an 
event that increased its likelihood by a 
factor of 20, be raised to 83%. When the 
quadratic is used, the maximum positive impact 
for an event with an initial probability of 
Zoe os raise it to 36%% [Ref. 27, p. 61]. 
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ln order to assure pairwise consistency was maintained 
in the estimates Enzer adopted the following axioms [Ref. 33 


r 


T The initial probabilities of event pairs 
impose limits on the values of the impacted 
Probabmelesrfor thatıpaır. 

2. For any event pair, Specification of the 
initial probabilities and one set of 
impacted probabilities (occurrence or 
non-occurrence) fixes the remaining set. 

Thus, the relationship used to calculate non-occurrence could 
meso be used to check for consistency. A simply boundary 
rule could then be applied to resolve inconsistencies. 
Pairwise consistency is required when dealing with proba- 
bility estimates to insure the calculated probabilities do 
not exceed unity or become negative. Such values would be 
meaningless in probabilistic terms. 

In applying this boundary rule Enzer assumed that the 
intention indicated by the respondents’ estimates were 
correct, but that their actual values were incorrect. The 
boundary rule then makes the least adjustment required to 
restore consistency. For example, if a value given for 
P(i|j) in conjunction with those given for P(i) and P(j) pro- 
duced a computed value for P(il|j) which was <0 or >l, then 
it was inconsistent. A computer would set the value of 
P(ilj) = 1 or 0 as required, and recompute P(i|j) [Ref. 33, 
er 33]. 

2. Procedure 


Enzer's approach followed the procedure developed by 


Gordon and Hayward. Candidate events for inclusion in the 
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analysis were obtained from a Delphi exercise. In order 
to limit the event set size, only those events considered 
most important (by subjective rating) were included. 

The respondents were then asked to estimate each 
event's initial probability of occurring by a specified 
date, considering an environment which might evolve from 
the present circumstances without conscious human interven- 
tion to change the course of events. They were then asked 
meerate each event's desirability. This rating included two 
subjective estimates; the desirability of an event to the 
environmental aspect being considered (+ or -), and its 
impact on that environmental aspect should the event occur 
(0 = weak to 10 = strong) [Ref. 33, p. 46]. This desira- 
bility rating seems to relate to subjectively assessing 
whether an event enhances or inhibits policy goals, or 
whether an event influences a situation in a direction 
desired by the decision unit. 

The respondents were next asked to assess the inter- 
relationships between events. They provided the new likeli- 
hood of occurrence for each event given each other event's 
occurrence (and non-occurrence if possible, otherwise this 
value was computed). The estimates were then checked for 
consistency and revised as necessary using the boundary 
rule. 

Likelihood ratios were then computed to fill in 
the matrix, and the estimates manipulated as in the basic 


method, using a Monte Carlo simulation. 
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3. Analyses Performed 


With this approach Enzer was able to perform all 
the analyses permitted by the basic approach, including: 

l. determining even sensitivity and dominance 
2. scenario generation 

3. exploring causal relationships 

4. conducting scenario sensitivity analysis 

In addition he had obtained an indication of respon- 
dent uncertainty using opinion spread. Rating events by 
desirability allowed selected events to be included in 
the sensitivity analysis. It also permitted choosing the 
more desirable events as subjects for testing resource 
allocation strategies. 

Furthermore, desirability ratings provided criteria 
with which specific event Sequence scenarios could be eval- 
uated. Using these criteria, it was possible to determine 
which scenarios were the most desirable, and which strate- 
gles produced them. 

4. Critique 

This approachovercame several difficulties asso- 

Giated with the basic approach, specifically it 
1. considered non-occurrence 
2. eliminated the quadratic assumption’ 


3. demonstrated that expert opinions could 
be used in analyzing complex situations 


4. provided an uncertainty measure for 
evaluating estimates 


Nevertheless, several problems still remain. 


TE 





eos ell dificult to identify significant 
probability shifts, although the desirability/impact and 
importance ratings had reduced the necessity for this 
determination. The interrelationships considered were 
still only binary, and even with desirability ratings it 
was still not possible to determine the most probable scen- 
arios. Finally, it was still unclear what the respondents 
meant when they provided interaction estimates. 

This last problem seems to have been, if anything, 
confounded by Enzer's attempt to introduce classical proba- 
tility relationships. As Mitchell and Tydeman observed: 

A fundamental difficulty with cross- 
impact analysis is to determine what 
respondents actually mean whn they 

answer the conditional probability 
questions normally posed. Results of 
studies currently in progress indicate 
that (1) participants are frequently 
confused and unsure of the interpretation 
of such questions, and (2) respondents 
often interpret the question in terms 

of time-dependent conditional probability 
statements, namely 'If event A occurred 
(first), what is the probability of B 
PEU ROL. O ao. 

wea erion, introducing conditional probability 
relationships stimulated the use of classical probability 
theory in determining estimate consistency. Also, Jackson 
and Lawton observe that the classical probability equation 
used to calculate non-occurrence and test consistency could 


also be used to derive half the matrix entries once the other 


ali had been specified [Ref. 37, p. 265]. 


2 





Mitchell and Tydeman point out that, if the cross- 
impact estimates are interpreted as being time-dependent, 
Enzer's approach may not be valid. 

... the standard observation that 
P(A)P(B|A) = P(B)P(A|B) beomces, 


with the inclusion of time-dependence 
P (A) P (B |As; pst? S P (B)P (A| Bej st? > 


In this restatement equality is not 

Guam nmreed = in fact, it would be 

pure coincidence other than when 

events A and B were independent. 

Per T9, p. 135]. 

The consistency question led Enzer and Alter to 

address using Bayesian probability in cross-impact analysis. 
They suggested that confusion in interpretation was caused 


Because the early approaches [Ref. 39, p. 231]: 


l. Described future events with no real 
sense of time sequence. 


2. Used a data collection technique which 
blurred the distinction between correla- 
tion and causality. 

They concluded that conditional probabilities were 
Megeairectly applicable to causal situations [Ref. 39, p. 237]. 
This conclusion also had been reached in 1972 by Turoff 


who proposed an alternative approach to cross-impact 


analysis [Ref. 36]. 


D. ASSUMED CONSISTENCY (TUROFF) APPROACH 

Turoff attempted to accomplish several goals with his 
approach. One was to develop a method which could determine 
the causal impact of potential events not specified in the 
event set. He also wished to establish some relationship 


between an event's occurrence likelihood and the effort 
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invested in either promoting or preventing the event. 
In presenting his approach Turoff acknowledged that 
because higher order interactions are difficult to esti- 
mate, we im effect ignore terms of p? or greater, hoping 
Bat. the three- or four-way interactions are small." [Ref. 36, 
De Nevertheless, Turoff did attempt to derive a 
measure of the strength of these higher order interactions. 

l. Assumptions 

Turoff's approach was based primarily on the assump- 

eıon that: 

Given a Set of evnets which may or 

may not occur over an interval of 

time, we assume that an individual 

asked to estimate the probability 

Of occurrence of each event will 

supply a 'consistent' set of 

estimates [Ref. 36, p. 317]. 
This assumption effectively removed the requirement to 
check estimate consistency. Instead estimates were obtained 
using an interactive computer program. In this manner the 
respondent was shown the results produced by his estimates, 
and allowed to revise them at will until he felt the model 
they produced met his expectations. 

A second assumption in this approach is founded on 
information theory, which is used to calculate cross-impact 
Factors (C; =) from estimates used to derive values for the 
BFFeet OL occurrence (Rosle and non-occurrence (S54) Tor 


eeen The assumption was that "if a correlation 


exists between Rij and Sij is is such as to maximize the 
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added information." [Ref. 36, p. 324]. The effect of 


this relationship can be shown simply. 


Mie 15 defined aS a quantity close to 0 then (Ref. 36, 











pe 324) , 
IE P; = € 17/2 l-e 
dR, . 
then = L= ¢ 1 e 
slay 
RETS R+S R+eS 
and P; RE ~ S ge IF: ~ R 


This behaves physically as one 
would desire, for if P. is close 
to one, then a very large change 
in R is necessary to make a small 
ehauge.ın Ss. Conversely, if P. 
is close to zero, a very large? 

change in S is necessary to pro- 

duce a small change in R. Also 

when P. = 1/2 the relative change 

in R agd S is equal RI RSP So Pr S22). 


Finally, a likelihood measure is used in expressing 
the probability that an event occurs, called its occurrence 
Zatio ($). This measure is similar to Enzer's likelihood 
ratio. Under assumed occurrence or non-occurrence it 
ranges from += to -~ [Ref. 36, p. 319]. The occurrence 
ratio is assumed to be directly proportional to a measure 


Mime ome Or {| Ret. 36, p. 320]: 


T9 





where 


oP. the occurrence ratio of event i, 


and 


E 
il 


the total amount of effort expended in 
either bringing about or preventing "i" 
Assuming that estimators are consistent, the assumed 
maximization of added information allows a difference equa- 
tion to be used for cases in which new information is 
received (i.e., an event's occurrence or non-occurrence 
becomes certain) [Ref. 36, p. 318]. Assuming certain 
occurrence Py = 1), then, the approach defines Ri = Pis 
where RIG is the probability of the T event given that j 


S certain to occur. Turoff then derives a cross-impact 


BEGtOr (Occurrence ratio) for occurrence [Ref. 36, p. 321, 


ea. 19)]. 
Se. E 25 
Sas A Eal 
Aestuiming certain non-occurrence E = 0), then, the proba- 


; , ach 
erlity of the ae event given that the J event 1S certain 


to not occur is defined similarly, E = P.. A cross-impact 


for non-occurrence is derived [Ref. 36, p. 321, (eg. 21)]. 


= oe E 
=- en Siji 
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Combining these two factors produces [Rer co eee 


(eg. 22)], 


A °°;; 
Obtaining values for all the Er permits calcula tina 


Y¿, a term assumed to be a function of the unknown variables 


not specified in the event set [Ref. 36, p. 321, (eq. 23)] 


n 

nee )  Cic.P 
k%1 TK 

By assuming the most favorable case for event i's occurrence, 

a, and the least favorable case, Pi two is can be 

computed, Ya and Tii This permits measuring explicitly 

Ene inaccuracy caused by ignoring higher order interactions 


Meet. 37, p- 327, (eq. 45)]. 


Peer rocedure 
The Turoff procedure is essentially the same as 
the basic approach until the point at which scenarios are 
generated. As in the basic approach it 1s necessary to: 
specify the event set, obtain initial probability estimates, 
and obtain "conditional probability" estimates. These are 


used to calculate the cross-impact factors as discussed 


de 


previously. If there was no change in estimate from the 
Mmaatlal probability then Ci =e vires information 

it is possible to calculate the remaining measures described 
Meche preceding section. 

Turoff criticized the Monte Carlo procedure as not 
producing a "consistent set of estimates" because the 
assumptions underlying it imply estimator inconsistency 
[Ref. 36, p. 309]. Rather than employing a random process, 
Turoff generates an event sequence scenario using the 
assumption that the events are time-independent in their 
eeecurrence. 

The first step under this assumption is to select 
Ene event whose initial probability is closest to 1 or 0. 
If P(i) is close to zero he assumes the event did not occur, 
if it is close to one it is assumed to have occurred. 
Based on this decision the probabilities for the remaining 
events are recalculated using the appropriate Sig: This 
process is repeated using the events' new probabilities 
until all events have been decided [Ref. 36, p. 331]. This 
produces a "unique" scenario. Other possible scenarios 
are produced by changing the initial probability estimates 
and repeating the above procedure. This is in effect, 
sensitivity analysis as done in the other two approaches. 

3. Analyses Performed 
In presenting his approach, Turoff demonstrates only 


a sensitivity analysis. As in the basic approach, this is 
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accomplished by adjusting one or more of the initial proba- 
bilities and holding the remaining probabilities and the 
cross-impact factors constant. In addition to reflecting a 
conscious policy decision, this is the method whereby the 
estimator determines if the behavior of the model built from 
his responses is in accordance with his expectations. If 
fees NOC Satistied, it is at this point that he goes back 
and changes his initial and/or conditional estimates [Ref. 
mo, p. 331]. 

Although other types of analysis were not demon- 
strated it seems most could be accomplished using this 
approach. Event dominance and sensitivity could be derived 
from Turoff's cross-impact matrix using a procedure similar 
to Enzer's. Since Turoff's cross-impacts are presented as 
Berype of cörrelation coefficient (+ œ in range), an 
indication of event desirability might be obtained through 
simple summing of the positive or negative effects. Desira- 
bility analysis would depend primarily on how the events 
were formulated. 

Turoff's matrix also includes a measure (Gamma) 
of the effects of events not specified in the event set 
(and higher order interactions). This can be interpreted 


as an uncertainty measure. Estimator uncertainty could also 


“mhe Bsesofscorrelation coeffieients offers an alternate 
method of interpreting respondent's meanings when they 
answer the cross-impact questions. Its implications and 
possible uses will be explored in Chapter Five. 





be obtained by computing the range of opinion given by 
a group of estimators. 
4. Critique 

Two Major conceptual problems exist in Turoff's 
technique. The first of these arises from the assumption 
that estimators can be expected to provide consistent 
responses. Mitchell and Tydeman reject this assumption 
stating: 


[Turoff] argued that there is no need 

for usual traditional probability rel- 
ationships to hold and included a small 
example to support this assertion. In 
this example, he considered two time 
specific events and by undertaking 

usual conditional probability analysis 
concluded that P(A|B) and P(B|A) were 

not standard conditional probabilities. 
This is not surprising given the defin- 
6ions which Turoff used; in fact; the 
finding is consistent with a time- 
dependent interpretation of conditional 
probability. The result does not support 
ASE lali that traditional probability 
relationships are irrelevant to cross- 
impact studies, and that violation of 

the usual probability relationships 

can be justified. The fact that 

people answer as though an ordering 

among events was implied seems to be a 
reason for explicitly recognizing this 
fact in the definition of the probability 
Statement rather than ignoring it. (Ref. 29, 
Dee oo. 


direi cult to conceptualize a situation in 
Mach an individual is able to operationalize all the 
relevant components of a complex problem, and quantify 
their interrelationships to produce a consistent set of 


probability statements defining his paradigm on demand. 
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Furthermore, assuming consistency removes the formal struc- 
ture provided the methodology by classical Probability 
theory. Lacking an empirical base in the inexact sciences, 
1t seems difficult to select an appropriate manipulation 
technique without some such formal theoretical basis. 

The second conceptual problem arises in the scenario 
generation process. By assuming time-independence Turoff 
produced one scenario, or event outcome sequence, but there 
seems tO be little justification for assuming that it is 
unique. The assumption that the most probable event in a 
EEE con would occur first, or indeed occur at all, is 
debatable. This would be especially true in a situation 
pmearacterized by surprise. This indicates that the 
procedure was established arbitrarily and that several 
others could have been devised which would have functioned 
equally well (e.g., assuming the least probable event 
occurs and the most likely does not). Without some method 
of identifying and ranking all possible outcomes, production 
of a Single scenario seems pointless. 

A final criticism of this technique involves its 
procedure. Because respondnets had to reiterate their 
estimates until satisfied with the resulting coutput, an 
interactive computer system was required. To replicate 
this reiteration process for several respondents manually 
would require an excessive number of calculations be per- 


formed, and much time be expended in querying respondents. 
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The approach to be discussed in the next section seems to 


overcome these problems. 


E. CROSS-EVENT ANALYSIS (MITCHELL AND TYDEMAN) 

This approach was developed by Mitchell and Tydeman and 
presented in 1978 as a variation to Duperrin and Godet's 
BMIC=74, which is discussed in the following section. As 
has been shown, Mitchell and Tydeman felt it was inappro- 
priate to ignore time dependence when obtaining estimates. 
They felt that respondents normally interpret the questions 
posed for eliciting the conditional probabilities in a time- 
dependent manner. Mitchell and Tydeman attempted to use 
these time-dependent estimates to derive classical condi- 
tional probabilities [Ref. 39]. 

Mitchell and Tydeman also recognized that the elicited 
information could be inconsistent in terms of classical 
probability relationships. To minimize this problem they 
used average group responses which reduced the instances 
of pairwise inconsistency. In order to correct inconsis- 
tencies which did manifest themselves, they developed two 
fitting procedures, least squares and minimum standard devia- 
tions. These procedures will be reviewed below, the authors 
also suggested that Enzer's boundary rule could be used to 
resolve inconsistencies [Ref. 23, p. 18]. 

l. Assumptions 

The major difference between this and the other 


approaches is that it uses causal time-dependent subjective 
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probability estimates to identify first order interrela- 

tionships among selected events, defining them as classi- 

cal probability relations. This approach uses a specific 

time horizon, rather than treating time as a random variable. 
Subjective estimates were obtained which completely 

identified the eight possible ordered outcomes permitted 

by any event pair. These outcomes can be identified explicitly 

for any event pair (i,j), and each has an associated unique 


probability (Py through Po). These are [Ref. 29, p. 139]: 





-] P | Pr H 

LJ ! U uf uy 

tU tU tU HU 
U) = 


a) 





b-| H- | p- 
wuj u | u LJ 
Pp Pp PR Pp 
FU tU tU tU 
~J ul 


Since these outcomes are exhaustive and mutually 


exclusive, certain conditions must apply [Ref. 39, p. 138]: 


a 
A OS o Kg T eq 


P. +P +P +P =e er) eq. 2 


ii 
td 

Ó. 
_ 
Q 
U 


E E tP- +P 
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The authors feel that respondents can be expected 
to supply four time-dependent conditional probabilities 


mer. 39, p. 139].°" 


Ze.) E (Pp. +P) eq. 4 
5 es at) IAEA A ee PS) eq. 5 
A o) E es eq. 6 
A = er eq. 7 


A fifth time-dependent relationship was also 
ae sented for estimation [Ref. 29, p. 139]. 


P ( A Stereo E a 


“first 5 i 

Solving these eight relationships as simultaneous 
equations, the developers demonstrate that the probabilities 
for an event pair's ordered outcomes can be calculated from 
the information provided by the respondents' estimates 


Beer. 29, p» 140]. 


oN these last two equations are too difficult to 
estimate, the developers derive a method whereby they 
can be computed [Ref. 29, p. 141]. 








3 J Cs 4 > 
HEE) ESA) 
E 5 al 
5 Cs 1 6 Cy 5 
(aP - (l -cC.) 
_ 5 3 
P =P | P - | E 
7 a Co 8 C3 7 
where: 
C 
5 
a = (l-C.) + — ; 
5 C, 
g = [(1-C,) - C] + Cz , and 


Y (C=C) t C, -~ (C.C,) 
(C5C,) 


Using these relationships Mitchell and Tydeman 
Calculate the classical conditional probabilities for 


each event pair [Ref. 29, p. 140]. 


P(ilj) E EE ee) 


PAIS) (P e AMA le, Ey 


dl 3 5 


As mentioned earlier, the developers derived a 
method to calculate non-occurrence if it could not be 
estimated. To calculate the conditional probabilities with- 
out estimating non-occurrence Mitchell and Tydeman adopt the 
meyn procedure. To obtain conditional probabilities 


one of the relationships needed is: 





or 


mamanda) = P(i and j first) + P(j and i first) 


A A 


first) lfirst 


This can be obtained b | inc: a ee 
n y estimating cA ere and pl 


or this can be approximated by: 
Plis) = P(i,|i 3) P(i) and similarly for P(j,) 
substuting: 


P(i and j) 


e Ile 


C-C,P (1) T (1 =C5)C,P (3) 


MATch 1S: 


P(i and 3) 


H 
FU 
+ 
FU 
T 
ti 


where the error E is small for independent events, and more 


significant for highly correlated events (10-20%) [Ref. 29, 


er 141]. 
(P3P57P,Pg) 
E = (P,/P,+P,)[(P,P2-P5P,)/(P,+P.)] + (P5/P5*P6) (BP) 
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Inconsistency is manifested when a negative value 


maecalculated for any of the probabilities P through; P 


1 8° 
Standard fitting procedures may be used to resolve inconsis- 
tencies by hypothesizing that there exists a "true" or con- 
sistent value (*) for each respondent's estimate. This 

Male is determined to be one which is "as close as possible" 


to the respondent's estimates and makes all P >n. 


E eee 
The developers present two procedures which utilize this 
hypothesis: least squares, and minimum standard deviations 
Meer. 29, p. 142). 

The least squares procedure produces a minimization 
program “with a quadratic objective function and non-linear 
Bonstraints” [Ref. 29, p. 142]. This program would not be 
easy to solve by hand. Minimizing the absolute standard 
deviations produces a moderately sized linear program with 
linear constraints [Ref. 29, p. 143-4]. In addition this 
program could be expanded to provide for overall consistency 
by including scenario probabilities and terms for higher 
order interactions [Ref. 29, p. 145]. If this correction 
procedure proves too lengthy, the authors suggest Enzer's 
boundary rule could be used to resolve pairwise inconsis- 
tencles. 

2 SEO Cedure 

To obtain the events for analysis the authors used 

a procedure they termed "event assessment". For each 


candidate event, the respondents provide not only the 
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likelihood that the event occurs within a specified time 
horizon, but an estimate of its significance given that 

1t occurs. An event impact score is then calculated as a 
@ergnted function of the product of probability and signifi- 
cance. In this way an analysis event set can be selected 
from the events having the highest impact scores, probabili- 
ties, or significance ratings [Ref. 23, p. 8]. 

The next step is to determine the events' time- 
dependent conditional probabilities by eliciting responses 
for questions structured to provide values for equations 
four through eight. These responses are aggregated and used 


to compute the ordered outcome probabilities P, through P 


1: 8’ 
which are used to compute the classical conditional proba- 
bilities. If any inconsistencies appear in this phase 
< 0), they are eliminated using the 


(any P, through P 


il 8 
eomndary rule or fitting technique. 

The next step is to generate scenarios, or event 
sequence outcomes. For this procedure Mitchell and Tydeman 
used a variation of the Duperrin and Godet technique. This 
technique assumes that for an n nevent system there are 
r= 2” States (scenarios). Each state "Ey" has a unique 
mreobability Ty Ref. ES Di 3031. 

An event's theoretical probability .P*(i) is defined 


Petes srequency Of Occurrence in all the possible states 


[Ref. 49, p. 64]. 
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x (4 > 
P* (i) ) OT or aL 


where 


a TÉ event i forms part of Ey 
oe = 
au 0 otherwise 


A similar definition can be applied to the theoretical 


conditional probabilities P*(i|j) [Ref. 49, p. 64]. 


i 
P*(i|]j) = ) t (ijk) 1, /P* (3) moje LL 
k=1 


where 
i when events i and j form part of Er 
Git jk) = 
0 otherwise 
and 
St = . . 
P*(ilj) = 3 Se ee For alli, 
k=1 
where 
1 when events i and j form part of Ey 
Stig) = 


O otherwise 
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Recognizing standard probability constraints [Ref. 49 


/ 


Pe 65]: 


Ser. 


Be = p*{j|i)P*(i) = PAID 
EEE) +? = Pr) 
produces: 
Y 
J en = E a E 
Al 
and 
E = r 
A E = P*(i) = weg) 


Therefore, given a consistent probability set, any set of 


T values which satisfy: 


I 
= = = eee 
P* (1) et IT Eor i 1:2, Pn 
r 
ERES = 7) DECIR). for isla,- nl; ijen 


and 
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E 
7 1.20  forallk 


are possible solutions to the scenario probabilities 
Met. 49, p. 65]. 

Instead of the Duperrin and Godet quadratic objec- 
tive function, Mitchell and Tydeman solve a linear equation 
in terms of consistent probabilities to obtain a unique 


Pete ton. This program is [Ref. 49, p. 65-6]: 


Il n 
minimize 2 = ) {ptilj)pdj) -Pris)1” + JADE -Prüi) 
ij ij 
+ P*(43) 17 
n n n 
subject to: ) P*(i) - ) ME 
i i-l j=i+1 u 
Pas) 00 call er 
O a) 
P* (i) > P*(ij) 
alle ee 

P*(j) > P*(ij) 


Sg Analyses Performed 


The cross-event approach uses a different method to 
determine event dominance and sensitivity. An event's 


dominance may be estimated by summing, for all other events, 
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the absolute deviation of the conditional probables, 
given that the event occurred first, minus the event's 
original probability. This value can be standardized, 

or an "elasticity" measure adopted to reflect event likeli- 
hood. An event's sensitivity can be computed in a similar 
Benson [Ref. 23, p. 12]. 

Although it was not demonstrated, causal relation- 
ships could be traced as in the other approaches by ole: 
mene Eeross-event matrix. This would be useful in an 
analysis Mitchell and Tydeman term "system impact analysis" 
which evaluates the possible event sequence scenarios' 
worth. 

System impact analysis used additional subjective 
ratings concerning an event sequence scenario's expected 
impact (magnitude and direction) on specified system com- 
ponents and the "expected consequences for system outcomes 
(performance measures)" (i.e., desirability) [Ref. 23, 

p. 14]. In this manner a different set of possible response 
actions may be identified for each scenario. 

The final analysis they suggest is "strategy 
evaluation". This procedure relates a set of feasible 
potential strategies (response actions as determined using 
system impact analysis) to each event sequence scenario 
(the most probable ones), and uses a set of objective 
criteria (obtained from the decision-makers) to evaluate the 


Berategies for each possible situation [Ref. 23, p. 15]. 
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Critique 

A major advantage in this approach is that it 
eeamindtes the difficulty in interpreting estimator responses. 
Estimators are asked for time-dependent relationships which 
are then used to calculate classical conditional probabili- 
ties. Furthermore, if non-occurrence is too difficult for 
respondents to conceptualize, it can be calculated, 
MmrerOoducing a small error. 

The capability to compute the conditional proba- 
MiebEties results in the further advantage of providing a 
logical background for the analysis. Classical probability 
relationships, it is suggested, can be used to insure con- 
sistency and resolve inconsistencies without requiring 
Bespondents to re-estimate. In addition, the procedure 
develops a method for calculating and ranking event 
sequence outcome probabilities. 

With the scenario ranking, introducing subjective 
estimates concerning system impact and objective measures 
for comparison extends the types of decision-aiding analysis 
which can be performed. With the Mitchell and Tydeman method 
it 1S apparently possible to address questions relating to 
the event sequence scenarios' desirability and strategy 
effectiveness. However, in system impact analysis: 

Problems still face the analyst, for 
example, eliciting an exhaustive objective 
set, ensuring mutual independence of 
objectives, devising procedures for 


measuring outcomes, determining consis- 
tent weightings for the objectives 
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and specifying procedures for aggre- 
Samson. selRef. 23, po. 15]. 


These problems seem even more complex for decisions volvia 
national objectives and foreign policy options. 

A final difficulty lies not in the conceptual 
realm, but in the method's implementation. Generating the 
scenario probabilities with the linear equation for a large 
event set would be very difficult without access to a 
computer. In order to replicate this process manually it 
appears necessary to severely limit the event set to be 


analyzed. 


Bee OLHER APPROACHES 

Besides the approaches to cross-impact analysis dis- 
cussed so far, several additional techniques have been pro- 
posed. These techniques were concerned primarily with 
assessing the relative rankings among the event sequence 
scenarios. They also introduced alternative methods to 
insure estimate consistency, and to resolve inconsistencies. 

These techniques took significantly different approaches 
towards resolving these problems than the techniques just 
reviewed. However, each approach requires a computer pack- 
age. Thus they were evaluated as being inappropriate for 
demonstration and analysis in the present project. It was 
felt to be impractical to replicate their procedures for 
confirming consistency, establishing probability bounds 
and revising estimates uSing manual methods. However, these 


approaches have merit in presenting promising alternatives 
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to cross-impact analysis and will be discussed briefly. 
This discussion is offered in the interest of complete- 
ness, and to justify the conclusion to omit them from 
evaluation. 

forte —-/4 (Buperrin and Godet) 

Duperrin and Godet felt that cross-impact analysis 
could be used to construct and rank event sequence scenarios. 
In recognition of the fact that the estimators could be 
inconsistent in stating probabilities, they attempted to 
derive "theoretical" scenario probabilities which were 
implied by the estimator responses. Using those implied 
probabilities they attempted to revise the estimated 
responses to fit the theoretical scenario probabilities 
and produce a consistent set of estimate. The following 


diagram summarizes their procedure [Ref. 48, p. 306]. 


Figure 2 


SID SSMIG=7AZEPROCESS 


Raw individual System Finished 
gSseonditional probabilities individual 


probabilities or scenarios £ conditional 
probabilities 





Inconsistent Conversion Complete & 
Incomplete consistent 
expert opinion information 


In order to accomplish this process Duperrin and 


Godet developed a minimization program to minimize the 
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difference between the estimated factors PI e Ss no 

from the experts' responses and the theoretical factors, 
P*(i|j) and P*(i),expressed in terms of even sequence scenario 
probabilities, 1, ,{Ref. 20,078 06 eS rationale ee ind 

this approach was covered in the Mitchell and Tydeman re- 
view. The Duperrin and Godet procedure utilized a minimi- 
zation program of quadratic form with linear constraints 


Meet. 48, p. 306-7]. 


n E 
minimize Z = Dal | )2) - ) e(ijk)m, 1 
ij = 
n u E > 
a PA AS s(ijk)r,1 
23 k=1 
F 

Subject to eee ee Op eet Ora acl Laas 


Obviously, solving this program would involve utilizing 
a large computer package. 

Furthermore, according to Mitchell and Tydeman the 
Ranking produced is not unique "in that the quadratic 
programme has other possible solutions", and the "number of 
probability sets which satisfy the quadratic is potentially 
very large" [Ref. 49, p. 64]. These conclusions led Mitchell 


and Tydeman to propose their approach discussed previously. 
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2. Sequential Approach (Sarin) 

Sarin's approach is concerned primarily with event 
sequence scenario generation. Sarin derived a larget set 
of classical probability constraints which information 
elicited on initial and conditional probabilities must 
satisfy in order to be consistent (e.g., for a set of six 
events there are sixty-four conditions the initial proba- 
bilities alone must satisfy to be consistent.) [Ref. 38, 

P. 354-5]. He then develops a set of linear equations with 
which to compute the a possible event sequence outcome 
probabilities and satisfy the constraints [Ref. 38, p. 59-60]. 

Sarin proposes that an interactive computer program 
be used in conducting the analysis. The program checks the 
estimator inputs for consistency, computes and supplies 
bounds for further estimates, and uses the consistent inputs 
to solve the linear equations producing the scenario proba- 
bilities [Ref. 38, p. 58]. This approach solves the consis- 
tency problem through providing respondents with immediate 
feedback. 

In this approach, it is possible to consider higher- 
order interactions with the computer's aid. Because these 
interactions are often so tightly bound it becomes unnecessary 
to estimate them [Ref. 38, p. 59]. Sarin also concludes that 
each discrete event influences only two scenarios, or event 
outcome sequences, and it is therefore possible to conduct 
sensitivity analysis through considering, and changing 


initial values for, only the events which influence the top 
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ranked Scenarios. In this manner it is possible to estab- 
lish bounds on P(i) under which the scenario ranking does 
not change [Ref. 38, p. 60]. Similar bounds can be computed 
for the conditional probabilities, each of which influence 
only four scenarios. 

Once again, the need for an interactive computer 
program makes demonstrating this approach infeasible in the 
current study. Furthermore, no mention is made of conducting 
the other types of analysis (event dominance, sensitivity, 
and tracing causal effects) which would be necessary in a 
problem considering short term effects. Although such 
analyses could undoubtedly be accomplished, it would require 
making major modifications to the progran. 

3. KISM (Kane) 

In 1972, Kane advanced a cross-impact procedure 
which dealt with developing trends rather than discrete 
events. His trend variables behaved in a logistic fashion 
(as Gordon proposed). In this formulation the net effects 
of the cross-impact coefficients went to zero as the trends 
reached their maximum or minimum values [Ref. 47, p. 132]. 
If these values are restricted to a range between one and 
Zero, the impact of one trend on another is given by 


[Ref. 47, p. 133]: 


x, {tt Pelt. = xe (t) i 


where 
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n 
At 
l + = T i 
2 2 aj! = 4 
P. (t) = BEE A ee 9. 
AN 
l + = (co ae 
een ij j 
Br 
1+At|sum of negative impacts on x. | 
a -  1+At|sum of positive impacts on x, | 
where 
ie = time 
i3 = tne cross-impact value 
x; = trend i 
x. = trend j 


The relationship was modelled on a computer using the 


er erential [Ref. 49, p. 133]. 


These developments can be modelled for any time increment 
and analyzed by varying the initial assumptions regarding the 


probabilities of the trends and the cross-impacts. Initial 
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trend and cross-impact values were obtained as in the 


standard approaches [Ref. 47, p. Dee 





“Smhis approach's intuitive appeal is apparent from the 
computer output generated, which shows the interactions as 
they develop over time. A sample output for a transportation 
study is presented below along with the cross-impact matrix 
from which it was derived. The values in the matrix are a 
series of +'s and -'s which were converted directly to integer 
values. Another interesting point is that a trend can impact 
itself in this approach. Initial probabilities for the 
trends as established by the developer were [Ref. 47, p. 137]: 
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Lipinski and Tydeman have attempted recently to 
extend KISM to include a consideration of discrete events, 
non-constant trends, and their interactions [Ref. 50]. As 
with the other approaches discussed in this section this 
method suffers from the requirement that a large computer 


package be available for demonstration. 


G. MAJOR APPROACH EVALUATION 

Four primary approaches to cross-impact analysis have 
been identified and explained. 

TıezBasıc Method <= Attempted to elicit quantitative 
values for interactions among events and revised the 
initial probability estimates through a quadratic 
manipulation. The cross-impact concept used was 
incompletely defined, and subject to several inter- 
pretations. 

Enzer's Modification -- Obtained estimates in terns of 
likelihood ratios, included non-occurrence, addressed 
pairwise consistency, and revised the conditional 
probability estimates. 

The Turoff Approach -- Assumed estimator consistency, 
used inputs to derive correlation coefficients, 
and attempted to identify a unique scenario. 

Cross-Event Analysis -- Derived conditional probability 
relationships from causal time-dependent estimates 
and used a linear program to identify and rank 
scenarios. 

Although the major problems associated with each of these 
approaches were identified in the discussion, selecting an 
Beprodcnh for application cannot be made unless the approaches 
are systematically compared. The evaluation criteria developed 


in Chapter Two will be used for this purpose. Those criteria 


were; 
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l. Is the event scope adequate? 

2. Can events be rated on importance/desirability? 
3. What types of analysis are permitted? 

4, Is the approach computer adaptable? 

5. Are required estimates clearly formulated? 


6. Are estimates consistent, or can consistency 
be obtained? 


7. What manipulation algorithm is used? 
Sees tne procedure logical/justifiable? 
9. How is consistency obtained? 
10. How are scenarios generated, can they be ranked? 
ll. How many estimates are required? 
12. What types of computations must be performed? 
13. How many terms are involved? 
14. How many calculations are required? 
im Evaluation 
The following table summarizes the findings discussed 
in the preceding sections in relation to these evaluation 
criteria. The four primary cross-impact approaches identi- 
Fied form the column headings. Each entry in the table repre- 
sents a brief summary of how an approach was evaluated as to 
meeting the numbered criteria which form the row headings. 
Specific conclusions based on this evaluation will be pre- 
sented in the selection section of this chapter which follows 
Table One. 
A few of the criteria were omitted from the table 


because they were met equally well by all approaches. These 
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general criteria will be commented on below. In considering 
the last three criteria which addressed the required compu- 
Wetions' form and number (criteria 12, 13, and 14), two 
assumptions were made: (1) The types of computations and 
number of terms (criteria 12 and 13) include all possible 
computations which could be necessary (including computing 
cross-impacts and resolving inconsistencies) in demonstrating 
the approach, except for those involved in aggregating esti- 
mates to produce an average value. These computations 
would not be approach dependent. (2) The number of computa- 
tions (criterion 14) does not include computations required 
in either aggregation nor resolving inconsistencies, as the 
latter depends on the knowledge of the respondents. 

The general criteria were found to be: 

a. Event Scope (1) 

Puentes comu latrionsin all the metiods can Cover 
Ber subject or combination of subjects. The only restric- 
tions concern the linkages between events, and the way in 
which events are stated. These restrictions apply equally 
to all approaches. 

b. Event Rating (2) 

Although each approach did not rate events for 
selection for analysis, the procedures proposed by Enzer and 
by Mitchell and Tydeman are flexible enough to be applied in 
any cross-impact analysis. Thus once a technique is selected 


it is necessary only to select a method to evalute the events, 
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and explain the criteria for subjective estimates to the 
respondents. 
C. Computer Adaptability (4) 

Each method reviewed acknowledged that a computer 
would be necessary in order to deal with a large event set. 
Turoff's approach required that an interactive computer be 
available to query respondents, and present them with the 
results produced by their estimates. Enzer proposed that a 
computer be used to provide probability bounds based on 
estimator responses for each event pair. It appears that 
all necessary calculations could be easily programmed, and 
that a software package could be developed to elicit responses 
Ber any type of event. Therefore, it is felt that all the 
approaches may be considered computer adaptable. 

The evaluation of each approach in relation to 
the remaining criteria is presented in Table One. This 
evaluation highlights the major differences between each 
Approach. 

ce. Selection 
As the discussion below indicates, of the four major 
cross-impact approaches evaluated, the Turoff method seems 
lo be the least promising for demonstration in this study. 
The basic (Gordon) method was developmental and substantially 
extended by Enzer. Enzer's approach, however, involved 
difficulties in relating respondents' estimtes (which could 


be interpreted as providing causal time-dependent probabilities) 
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with classical probability theory. This shortcoming would 
make it difficult to explain the technique to respondents. 

In contrast, the Mitchell and Tydeman approach develops 
procedures to calculate classical conditional probabilities 
from the apparently time-dependent estimates, and provides 

a scenario ranking algorithm. For these reasons it was 
selected for demonstration in this study. The following 
discussion will present the rationale behind these conclusions, 
and indicate anticipated problems in implementing the selected 
approach. 

Due to its assumption that estimators are consis- 
tent, the Turoff approach requires that they be allowed to 
revise their estimates until satisfied with the model pro- 
duced. This requirement, as mentioned previously, would be 
hard to meet in a manual demonstration. The assumption of 
consistency cannot be validated because the cross-impacts 
are calculated in terms of correlation coefficients (ranging, 
however, from +» to -»), which do not reveal inherent incon- 
sistencies as do probabilities when they exceed unity or 
become negative. 

The Turoff approach is further limited by its time- 
independence assumption for scenario generation. This pro- 
duces only one scenario for each set of estimates, and there 
is no reasonable basis for assuming that it is either a 
unique or most probable scenario. Finally, the time- 


independence assumption would be unworkable in an analysis 
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attempting to examine the effects produced by discrete 
response options which might be implemented in reacting to 

a developing crisis situation. The rationale and structure 
of this type of analysis will be developed more cul Ene 
extension section of this chapter which follows. 

The basic cross-impact approach, developed by Gordon 
and Hayward, while important in introducing the technique's 
basic concepts and potential applications was primarily a 
developmental approach. As such it suffered from several 
conceptual shortcomings which were eliminated in later 
approaches. These shortcomings were reviewed extensively 
elsewhere in this study, and stem from the use of the quadratic 
manipulation technique, ignoring non-occurrence, and incom- 
plete explanation of the cross-impact factors. Because this 
approach was greatly modified by Enzer it was decided to 
eliminate it from further consideration for selection. 

Enzer's modified approach dealt with many of the 
problems inherent in the basic method. He developed an 
uncertainty measure, addressed non-occurrence and consistency, 
and eliminated the quadratic manipulation. However, in 
developing these improvements he failed to solve the problem 
of how to interpret estimator responses. Enzer recognized 
that causal relationships were being elicited, but used 
classical probability relationships to compute non-occurrence 
and resolve inconsistencies. The cross-impacts were defined 
as likelihood ratios denoting an event's change in probability 


given the occurrence of another event. This change was 
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denoted by the conditional probability relationship P(ilj), 
however, the actual relationship seems to involve time- 
dependence. Therefore, this approach seems to be limited by 
the incomplete incorporation of two types of probabilistic 
relationships. In order to demonstrate a technique it will 
be necessary to explain its rationale to the selected study 
group. This requirement makes the modified approach unsuit- 
able for demonstration because of the difficulty in explain- 
ing these fine distinctions and their implications to respon- 
Bemes unaccustomed to providing this type of information. 

Cross-event analysis assumes that respondents normally 
think in terms of time-dependent probabilities, and uses 
mese estimates to calculate the conditional probabilities 
from the relationships implied by the estimator's responses. 
Because this approach seeks to explicitly identify quanti- 
tative values for all possible outcomes of each event pair, 

a greater number of subjective estimates is required. How- 
ever, the questions used to obtain these estimates are formu- 
lated in a manner which appears to be more closely akin to 
suspected individual thought processes einer). 

Since these estimates are used to compute the proba- 
bilities of the eight possible ordered outcomes and then to 
calculate the classical conditional probabilities, more com- 
putational steps are involved in using this procedure. These 
formulae are relatively basic and can be easily programmed 
on a hand-held calculator. This extra burden is, therefore, 


not considered excessive in light of the advantages galned. 
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Using the time-dependent causal estimates, pairwise 
probabilistic consistency is automatically checked when com- 
puting the probabilities of the ordered outcomes. By 
specifying values for these outcomes it is possible to derive 
a logical transition to the classical conditional proba- 
bilities. This avoids the problem of applying Bayesian proba- 
bility relationships to causal estimates, and eliminates the 
need to adopt less supportable assumptions - such as estimator 
consistency. At the same time, because it is possible to 
ise the classical probability relationships, the Mitchell- 
Tydeman method is given a firm methodological footing. 

Finally, Mitchell and Tydeman's cross-event approach 
provides an algorithm for computing scenario probabilities. 
This capability is necessary if decision-makers are to be 
provided a means of assessing possible courses of action in 
responding to ongoing developments. Scenario probabilities 
ennot De Obtained under the Turoff method's assumption of 
time-independence, and could only be derived from the Enzer 
method by conducting an excessive number of Monte Carlo runs 
(exceeding the number of possible event sequences). 

For these reasons, the Mitchell and Tydeman cross- 
event analysis method was selected for demonstration and 
evaluation in this study. Because the purpose of the demon- 
stration is to evaluate cross-~-impact analysis' potential as 
a decision aid in crisis situations, several modifications 
to the approach were considered necessary. These modifica- 


tions, presented below, were intended to extend the method 
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Border to evaluate policy options for response in a 


developing situation. 


BN. EXTENSION 

This section will discuss several methodological 
alterations through which cross-event analysis can be 
extended as a decision-aid for use in crisis situations. 
OUT aspects of the methodology will be dealt with. These 
are: (1) the time span of analysis, (2) identifying policy 
Options for inclusion in the event set, (3) the method of 
analysis, and (4) scenario generation. 

1. Time Span 

Crisis Situations normally occur without adequate 
warning and allow a short time for response. As Enzer and 
Alter pointed out, the time span usually considered in a 
cross-impact analysis is determined by the amount of time 
required for an event's impact to be felt by another event 
[Ref. 40, p. 233]. Since the technique being explored here 
is intended to evaluate response options, it is felt that 
this time span should be kept relatively short. 

In a crisis situation, it seems reasonable to assume 
that most response options would be designed to have an 
immediate effect in altering the situation in some desired 
direction. For this reason, it appears desirable to limit 
the analysis to a consideration of the two weeks or so follow- 
Bene identification of a crisis. As there is almost no 


time lag involved, the event prediction need only involve 
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occurrence and non-occurrence, rather than exact dates. This 
is a level one analysis described in Johnson [Ref. 40], 
which predicts only those events which occur by a specific 
date. In providing initial estimates, respondents will not 
be asked for occurrence dates, in providing causal time- 
dependent estimates any event may be considered to occur 
before any other. 

In the analysis, the sequence in which events occur 
will be revealed through scenario generation. As will be 
shown below, this will aid in evaluating likely scenarios for 
plausability. This assumption would not be valid if the 
effects of policy options were to be examined in their full 
context. As has been noted, careful evaluation would require 
an assessment of a response option's long-term effect, not 
enly on the crisis situation. In a "real world” application 
the short-term and long-term analyses could be conducted 
simultaneously to identify a possible response to control the 
crisis and to evaluate its potential future effects. Such 
an approach was not adopted here because of this study's 
developmental and exploratory character. 

A tcentityving Policy Options 

The normal procedure in cross-impact analysis has 
been to evaluate the effects produced by implementing policy 
Options through arbitrarily increasing or decreasing selected 
e neen initial probabilities. This seems to be contrary to 
a basic goal of the approach, which is to ea an event's 


unanticipated effects. Furthermore, Gordon and Hayward 
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hypothesized that an event normally has a predecessor or 
precedes another event [Ref. 26]. It was the purpose of the 
technique to systematically assess these interactions. In 
the normal sensitivity analysis, a policy option is excluded 
from the matrix, and assumed to have only the effect intended. 

In the Mitchell and Tydeman approach, subjective 
assessments are made of the impact that specific strategies 
have on the various scenarios. This requires a prior "Sys- 
tem Impact Analysis" to assess how the occurrence of a 
scenario impacts identifiable system attributes, and the 
cevelopment of "objective criteria" to evaluate policy 
Strategies. It has been pointed out that the validity of 
this process would be tenuous for problems involving national 
objectives. Furthermore, it increases the number and com- 
plexity of the subjective estimates required. 

In an effort to simplify the process of assessing the 
impact of policy options on situational outcomes, this 
study will attempt to identify specific policy responses 
available for dealing with the hypothetical situation and 
include them in the original cross-event matrix. These 
response options will be identified and assessed as any other 
event which might develop from the given situation under 
normal circumstances. Using this approach will eliminate 
the need for "System Impact Analysis". Normal sensitivity 
analysis will still be conducted to determine response option 
flexibility in the event that available information was mis- 


leading and/or the problem components were evaluated incorrectly 
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by the respondents. Including response options in the event 
set also permits other extensions. 
3. Method of Analysis 

One possible extension involves the type of analysis 
performed by evaluating the causal relationships contained 
in the cross-event matrix. If the events representing policy 
options are separated from the events representing situation 
developments a four-quadrant matrix is formed as EIER, 


below. 


FIGURE THREE 


FOUR-QUADRANT CROSS-EVENT MATRIX 


the effect on 3 
this event is 






ICh} Ss 
event occurs 


where: 


Dee sueulatt on 
develop- 
ment 


o= policy 
option 


(note: the diagonal cells can still contain the initial 
probabilities) 


Because the subjective estimates used to obtain the 
Banerttomal probabilities are in a causal time-dependent 
form, the following interpretations might be given to each 


Santee four quadrants. 
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Es (DID) -- Represents the situation as it night 
develop assuming no corrective action is taken. 
This depicts the results of allowing a given 
Ses 1s tomeontinne: 

II. (O|D) -- Represents how the occurrence of given 
developments effect the probabilities of various 
response options. The occurrence of certain 
developments may make a response option more 
IC TES felt that atetnlswroint not 
enough information is available to use this 
interaction to predict which response option 
may be selected, only whether or not the 
respondents consider it more attractive.) 

EET. (D|O) -- Represents the effect on the situation 
produced by the occurrence of each response 
option. This would be the primary quadrant 
with which to evaluate the response options. 

IV. (0|0) -~ Indicates the interaction among 
possible response options. This possibly could 
be used to trace the impacts of a mixed 
strategy, or to evaluate the effects of imple- 
menting more than one response. 

As in the traditional approaches, each of these 
quadrants could be evaluated to determine event dominance, 
sensitivity, and estimator uncertainty. Other forms of 
analysis would remain essentially the same. These inter- 
pretations can only be hypothesized at this time. It will 
require experimental data to determine their applicability. 
Therefore, this type of analysis will be attempted using the 
results from the demonstration exercise. 

4. Scenario Generation 

Simeeuspeciftic policy options are to be included 
in the event set, it is questionable as to whether they 
should be included in the event sequence scenario generation. 


The occurrence or non-occurrence of a policy option is not 


determined solely by the situation developments but also by 
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the decision-maker's perceptions and the evaluations they 
make. The policy options are explicitly included in order 
to facilitate more complete evaluation. Based on this 
information, the decision-makers would then select the 
option(s) to be implemented (i.e., decide occurrence). 

Bang also’ be amg@tied that by including one, or 
all, options in event sequence scenario generation it would 
Bepossible tordetermine which option(s) should be implemented 
(based on their occurrence or non-occurrence in the most 
probable scenario). In other words, generating and ranking 
Beenarios with N options (N = 1,2,3,...,n), and evaluating 
these scenarios for desirability would indicate which 
options produced the most desirable outcomes. 

However, in a short term situation, the specific 
event sequence scenario may not be so important. Accurate 
ınformation is limited, and the unexpected could always 
happen (including events not specified in the set). There- 
fore, scenario generation intended to provide specific predic- 
tions would be of questionable value unless the problem was 
clearly understood by the estimators. In view of these 
eonszderations, this demonstration will only include the 


situation developments in event sequence scenario generation. 


if CONCLUSIONS 
This chapter described four major approaches to eondwering 
cross-impact analysis, including their basic assumptions, 


computational procedures, and types of analysis performed. 
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Based on this discussion, and using consistent evaluation 
criteria, the approaches were compared and the Mitchell- 

Mydeman cross-event analysis was selected for us in this 

study. 

Cross-event analysis was selected because, although it 
required obtaining more numerous subjective estimates, its 
methodology and underlying assumptions seemed more systematic 
and thorough as well as intuitively pleasing. In addition, 
the calculations required in the procedure appeared to be 
simple enough to perform without using a computer. The 
Mitchell and Tydeman approach was extended for application 
W a crisis situation. This extension involved: limiting the 
time span considered in the analysis, including policy options 
as discrete events for analysis in the matrix rather than 
through sensitivity analysis alone, and restricting scenario 
generation to include only situational developments while 
Ereluding policy options. 

As indicated in the discussion of the major approaches, 
several problems may still be encountered in operationalizing 
this approach. Some of these problems are inherent in 
conceptualizing the cross-impact technique itself and can- 
Mot, therefore, be resolved until data have been collected 
and analyzed. Such problems include: how estimators can 
best quantify the interrelationships being sought (proba- 
bilistically or as correlations), how to interpret estimator 


responses (as classical probabilities, causal time-dependent 


al 





probabilities, or as correlation coefficients), and how 
inconsistencies should be treated (ignored, boundary rules, 
or fitting methods). The selected technique assumes respon- 
dents can think in probabilistic terms, indeed, in terms of 
causal time-dependent probabilities, and that inconsistencies 
mea best resolved using fitting procedures. 

Other potential problems arise from dealing with subjec- 
meve estimates, and from the methodology used in the selected 
approach. These include how best to aggregate estimates, 
and how to resolve inconsistencies. Both of these depend on 
the form in which the estimates are elicited and the actual 
values obtained. Therefore, these problems will be examined 
in the context of the selected technique's operationalization. 

The next chapter will discuss the actual implementation 
process and present the demonstration results. The imple- 
mentation process will describe how the demonstration was 
structured, and the problems encountered in using the Mitchell 
and Tydeman approach. The demonstration results will be used 
to evalute the accuracy of the approach's assumptions, and 


mes potential utility as a crisis decision-aid. 
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VI. OPERATIONALIZATION 


N. INTRODUCTION 

Employing cross-impact analysis in an experimental appli- 
cation requires developing and following a logical implemen- 
tation process. Due to the approach's information require- 
ments and the type of problem proposed, four preliminary 
Beeps are necessary for implementation. The first task is 
ee identify a study group to act as expert respondents. Next, 
a problem environment for analysis has to be constructed. 
Then, this problem environment, and the approach's purpose, 
methodology, and information requirements have to be explained 
Forthe study group. Finally, a procedure to elicit the group's 
subjective estimtes has to be devised. 

Once the preliminary background has been laid, actual 
implementation requires collecting and structuring the res- 
sSpondents' estimates into the format required by the cross- 
gent approach, and conducting the analysis. This process 
includes: identifying candidate events and selecting from 
these the analysis event set, and aggregating individual esti- 
mates into group response values to provide the data for 
replicating the analysis performed by Mitchell and Tydeman 


Ref. 29] .*° 


re purpose behind using group values is two-fold. 
First, it should reduce instances of pairwise inconsistency 
[Ref. 29]. Secondly, as proposed by Enzer, the respondents' 
opinion spread could serve as an estimator uncertainty 
ame ator (Ref. 27, p. 55]. 


279 





To replicate the cross-event analysis, as extended in 
the previous chapter, it is necessary to perform two calcu- 
lation steps. The first step is to compute the event pair 


ordered outcome probabilities (P These values 


1 through Pg) > 
are then used in the second step which calculates the con- 
ditional probabilities implied by the respondents' estimates. 
The conditional probabilities can then be arranged into a 
cross-event matrix and scenario generation undertaken. These 
meets are then used to perform the problem analysis. 

This chapter describes the implementation design developed 
for this study. It discusses how the actual operationaliza- 
tion evolved by reviewing the successes and failures encoun- 


tered in following the designed implementation. Finally, the 


data collected are presented and analyZed. 


B. IMPLEMENTATION DESIGN 

The entire operationalization process was designed to 
follow the demonstration described by Mitchell and Tydeman 
[Ref. 29, p. 145-147]. Their "event assessment" procedure 
was used to select an analysis event set [Ref. 23, p. 6-9], 
the forms for obtaining subjective estimates were taken from 
the examples contained in Ref. 29, and the equations used 
in all calculations were from the derivations presented in 
the same source. 

The procedure used to demonstrate cross-event analysis in 
a hypothetical situation was constructed to follow five phases. 


Each phase's purpose and structure will be discussed below. 
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Me cenario Construction 

To establish the problem environment for analysis a 
hypothetical problem scenario was developed. Several con- 
siderations influenced this development. Because the problem 
was intended to represent an emerging crisis situation, the 
scenario had to threaten identifiable national interests, 
suggest potential policy options which could be identified 
Bom responses, and involve recognized actors. This last con- 
sideration was adopted for two reasons. Using real actors 
would provide an actual basis for the respondents' percep- 
tions rather than having to structure perceptions by speci- 
ping a host of hypothetical historical, social, political, 
economic, etc. data in the scenario. Also, using real 
actors was expected to make estimation and analysis more 
meaningful to the respondents. 

To satisfy the above requirements and involve as much 
current information as possible in the problem environment, 
the scenario was based on developments in South Asia. A 
wnet justification for this decision will be presented in 
the next section which describes the actual scenario pre- 
sented to the respondents. 


The scenario was presented in four sections to allow 


as complete a development as possible. Those sections were: 
(1) Background -- described the primary actors, their internal 
Fer uarlcons and external relationships. (2) Event Sequence -- 


listed the hypothetical moves and counter-moves taken by the 


deens aC tors. (3) Resulting Situation -= set forth the 





actual problem (crisis) to be analyzed and responded to. 
(4) U.S. Concerns -- described what appeared to be the 
Seeomtticant U.S. interests in the area. The scenario 
presentation was conducted as the second segment of the 
design implementation's explanation phase. 
A Explanation 

This phase described the experiment's purpose and 
methodology to the study group. This explanation was in- 
tended to help the respondents understand their role in the 
experiment. It included: The rationale behind using sub- 
jective estimates, the information the respondents would 
De asked to provide, the information format, how the infor- 
mation would be analyzed, and answered any questions which 
arose. In this manner it was hoped to fully involve the 
respondents in the project and thereby produce more care- 
fully considered responses, while demonstrating to the 
respondents the approach's potential as a learning tool. 

The explanation phase involved two segments. The 
first described cross-impact theory, its assumptions, 
methodology and proposed applications. Once the basic 
concepts and thelr use was understood, the Mitchell and 
Tydeman approach was described to the study group. This 
presentation highlighted the functions the respondents 
would be required to perform. 

The second explanation segment presented and dis- 
cussed the hypothetical scenario. This was presented in 


four sections, as previously described, in order that the 
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participants could fully understand the problem elements 
involved. In an actual application this segment would be 
optional, as the "experts" could be expected to be familiar 
with the problem environment. Once the respondents under- 
stood the technique and hypothetical Proptremmtehe Era 
implementation phase was begun. 

3. Elicit Estimates 

This phase was designed to obtain the subjective 
estimates used in the problem analysis. Two estimation 
procedures were developed for this process. The first 
Maeda "bralnstorming" technique to elicit a candidate 
event set. Immediately after the scenario discussion the 
respondents were asked to suggest developments which might 
eeceur resulting from the proposed situation. All subse- 
quent estimates were obtained using an individual response 
procedure. 

Once the candidate event set was established the 
respondents were asked to individually rate each event's 
initial occurrence probability and significance. This 
information was used to conduct an "event assessment" and 
select a manageable event set for analysis. As discussed 
previously, this procedure was adopted to reduce both the 
number of estimates and computations required by concen- 
trating on only the "important" events. Individual esti- 
mates were then obtained for the causal time-dependent 
probability relationships (Cy through C.) existing in each 
event pair. These data were intended for use in the fourth 


implementation phase. 





4. Conduct Analysis 
The fourth phase was designed to structure the 
respondents’ estimates into the cross-event format and 
analyze the resulting output. Individual responses were 
aggregated into group values and used to compute the 
"cross-impacts" from the formulae developed by Mitchell 
and Tydeman. This procedure computed the ordered event 


Sart Outcome probabilities (Py through P,) and the resulting 


8 
conditional probabilities for each event pair. At the same 
time, pair-wise consistency could be checked and resolved 

if necessary. Because group values were used, instances 

of inconsistency were expected to be rare. 

Given consistent estimates a cross-event matrix 
would be constructed and scenarios generated. These data 
would then be analyzed as described in Chpater Three. The 
analyses to be performed included: For events -- determining 
Seminance, sensitivity, signficance, and uncertainty. For 
interrelationships -- conducting causal tracings through the 
event matrix (as discussed in the extension section of Chap- 
ter Three), evaluating response options using the matrix 
and scenarios, performing scenario and sensitivity analysis. 
The implementation design included presentation of the 
analysis results as its final section. 

5. Presentation of Results 

This phase was designed to organize and present the 

Sails us results for evaluation. These results were pre- 


sented to the study group to close the feedback loop and 
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complement the learning experience. This phase also 
involved the participants in evaluating the cross-impact 
technique. 

Respondents were asked to suggest possible reasons 
for the results obtained, and to assess whether or not 
the information derived from their estimates met their 
expectations. They were also asked to comment on their 
impressions concerning the technique's procedures and poten- 
Meceeaeility. This information, and the analysis results, 
were used in evaluating cross-event analysis as a possible 
crisis decision-aiding methodology. The respondents' 
feedback and the actual implementation experience were used 
to evaluate the procedure's ease of application, to iden- 
tify possible problems and to recommend improvements. The 
following section recounts how the designed implementation 
actually evolved, and identifies the successes and problens 


encountered in operationalizing cross-event analysis. 


CS ACTUAL IMPLEMENTATION 

The preliminary implementation steps were relatively 
ey, —£O accomplish. The study group utilized was a Data 
Analysis for Naval Intelligence class being conducted 
(Spring Quarter, 1979) at the Naval Postgraduate School, 
Monterey, California. The class provided ten respondents 
(nine Naval officers and a civilian Professor). The off1- 
cers had various types of operational experience in the 


U.S. Navy, and were undertaking graduate studies in the 
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school's National Security Affairs Department. Thus, 
their background was felt to be adequate for demonstration 
purposes. All respondents had some exposure to probability 
and statistics, organizational management and decision-making, 
and various topics in National Security and Intelligence. 
In addition, most had kept abreast of ongoing developments 
in South Asia. These characteristics simplified the explana- 
PON. process as no really "new" material had to be covered. 
The explanation phase previously outlined consisted 
essentially of orally summarizing Chapter Two and the cross- 
event analysis section in Chapter Three of this study. The 
explanation also reviewed the procedure designed to elicit 
the group's subjective opinions. In the second explanation 
phase, the study group was led through the scenario developed 
for this demonstration. The problem scenario presented to 
the respondents will be described below, followed by des- 
criptions of the remaining implementation phases. 
l. Scenario Development 

Developments in South Asia and around the Persian 
Baie have become a focal point for U.S. diplomatic, economic, 
wemi li tary interests. This increasing interest has been 
well documented by noted political scientists and historians. 


These authors have detailed increasing U.S. interest in, 
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and commitment to, the region resulting from numerous 


interrelated o 


some Of the primary factors influencing U.S. 
interests in the area include, increasing U.S. dependence 
on imported oil and the tenuous supply links through which 
UE is eand. Another factor is the increased Soviet 


influence in South Asia, their increasing naval presence in 


the Indian Ocean, and the purpose behind this st 


A third concern is the continuing tension in the region 


which seems to keep the relationships in the area in a 


er example, Nadav Safran discusses the U.S. involve- 


ment growing out of the Middle East peace process [Ref. 51]. 
Richard Ullman has examined U.S. policy options in the 

area in light of continuing tensions and outside pressures 
Meet. 52). Basic considerations for U.S. policy in this 
area were presented by Campbell and Lenczowski [Refs. 53 
and 54].  Inter-regional relationships and super-power roles 
are examined by Vali [Ref. 55], while Wall has collected 
papers addressing relevant strategic concerns [Ref. 56]. 
Many of the interests and concerns developed by these 
authors are reflected in official U.S. Government docu- 
ments such as the "Department of Defense Authorization 

Bere pDrOopriations for FY 79" policy statements [Ref. 57]. 


28 one oil question is explored by analysts such as 
MemezOwski and Anthony [Refs. 58 and 59]. Its future 
implications are examined in a CIA forecast [Ref. 60], 
which indicates that the situation is unlikely to improve. 


ee! Soviet influence and military presence is 


discussed by Lenczowski [Ref. 61], Hurewitz [Ref. 62], 
tinen [Ref. 63], and McConnell [Ref. 64]. The dispute 
over the intentions behind this presence has produced a 
Pesuitant U.S. policy debate over its military presence 
reviewed in Daniel [Ref. 65]. 
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Beate Of Flux and instability. ”° The complexities of these 


problems are indicated by several authors. Although a complete 
development of these and associated factors is beyond the 
scope of this study, that the region's importance is an area 
for continued policy analysis should be self-evident. 
Further, recent developments in several South Asian states have 
thrust the region's problems more prominantly into public view. 
Among those recent developments is the pro-Soviet coup 
in Afghanistan coupled with signs of increased Soviet influence 
within the new regime and subsequent internal turmoil. Another 
Situation causing increased concern was the overthrow of the 
Shah of Iran and resulting uncertainty over the direction in 
which the new government would evolve. Adding to general con- 
cern for the course of the Iranian situation has been the 
Centrifugal forces set in motion by Kurdish and Arab national- 
ists as well as Seel; liberal forces within the country. 
weddi tion, the execution of Bhutto by Pakistani authorities 
has increased internal dissent in that country. This dissent 
is significant because it occurs during a period of tension 
between Afghanistan and Pakistan concerning reputed Pakistani 
support for dissident tribesmen challenging the Taraki regime 


in Afghanistan.“ 


un regional perspective on area tensions is presented by 
Amire [Ref. 66], and Misra [Ref. 67]. Burrell and Cottrell 
[Ref. 68] explore specific problems faced by the states of 
South Asla. 


Si ithese developments are being continuously reported in 
Magazine and newspaper articles. Articles describing these 
specific developments include: On the Soviet involvement and 
turmoil in Afghanistan; Sherwell, Chris, “Fighting May Boost 
Soviet Presence in Afghanistan," The Christian Science Monitor, 
meen Dec. 29, 1978, and Sherwell, Chris, "Soviet Union Mired 
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For these reasons it was decided to develop a problem 
scenario involving relations in South Asia. The study group 
would be familiar with the basic situation existing in the area, 
and could easily identify important (as well as plausible) 
developments reflecting U.S. interests and possible response 
options. The actual scenario was developed as follows. 

a. Background 

This section, supported with newspaper clippings, 
presented the current situation existing within and among the 
three regional actors being considered. Afghanistan was 
described as having recently undergone a pro-Soviet coup. Its 
military was identified as a prime factor in maintaining poli- 
feed! Control. The country's administrative bodies, including 
the military, were reported to be heavily influenced by Soviet 
Mni Sors. In addition, the state's internal situation was 
characterized as being plagued with anti-government groups, 
consisting mainly of Moslem tribesmen in the rural areas. 

The situation in Pakistan was described as 
involving increased internal dissent resulting from Bhutto's 
execution. Problems were also reported to be developing 
from the influx of Afghan refugees. In addition, the 
Pakistani military was described as poorly equipped and 
preoccupied with the Indian threat to Kashmir. 
mmecchanistan,” The Christian Science Monitor, p. 3, May 24, 1979. 
On Iran's internal power struggle; Godell, Geoffrey, "Leftists 


eo? Struggle for Control of Iran Revolution," The Christian 
Memence Monitor, D. 3, Feb. 16, 1979, and Allaway, Tony, "Kurdish 


me Tests New Iran," The Christian Science Monitor, p. 3, 
Mar. 22, 1979. On Pakistan; "Delayed Decision on Bhutto to 

M ect Pakistan Deeply," The Christian Science Monitor, p. 4, 
NETO 1979, and Marshall, Tyler, "Indian Subcontinent Faces 
Pressure for Arms Buildup," The Los Angeles Times, p. l, 


April 22, 1979. 
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Iran's current government was described as 
disorganized, composed of several rival factions, and 
challenged by elements (including leftists and ethnic 
minorities) desiring more control. The effectiveness and 
loyalty of Iran's military was also brought into question, 
due to its history of supporting the Shah and the execution 
of several important leaders. This development stressed the 
fact that authority in Iran could still be considered to 
be in a state of flux. Finally, Iran's historic role in 
controlling disputes between Afghanistan and Pakistan 
concerning the territory of Baluchistan was mentioned. 
Using this simplified background discussion as a basis, 

a hypothetical sequence of developments was proposed to 
the study group. 
b. Event Sequence 

- Tribesmen in Baluchistan (South Afghanistan) 
begin a national autonomy movement. This movement 
receives some support from related tribes in Iran and 


Pakistan. 


- Clashes occur between Afghani government 
forces and rebel tribesmen in Baluchistan. 


- The Afghani government dispatches additional 
troops to control the area. These troops are Soviet 
supported, but the extent of this support is unknown. 


- These forces drive the majority of the rebels 
across the border into Iran and Pakistan. 


- Both sides (rebels and Afghani troops) begin 
cross-border raids. By this time the majority of the 
Afghan army is committed. 


- Afghanistan charges that Iran and Pakistan 
are aiding the rebel forces. The Afghan government vows to 
Heteat any outside threat to its territorial integrity. 
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The Soviet Union Supports this delcaration and offers to 
increase assistance to Afghanistan. 


Ea authorities deny the Afghani charges and 
state that increased soviet involvement would only worsen 
the situation. Pakistan charges the Soviet Union with aaa 


E Ps tate a crisis in the region, and requests U.S. 
aid. 


- Regular Afghani forces clash with Iranian 
border troops. This clash erupts into uncontrolled shelling 
along the border. 


Be Baluchistan rebels call on Muslim states for 
Support against the communists, suggesting a "holy war" 
be launched. 


| E iranian leftists, reportedly supplied by the 
@epeets, begin a terrorist campaign to oust the Ayatollah's 
NO Verament . 


- Iran announces support for rebel tribesmen 
Band launches a "limited" invasion to pacify the area, and 
expel "expansionist" communists. 


s Pakistani forces Join the conflict. 


- The Soviet Union sends troops to Afghanistan 
which check the Iranians. Reports indicate the Soviets 
have mobilized on Iran's border, that their agents are 
agitating Iranian Kurds, and that they have sent a secret 
mission to Iraq. 


- Soviet and Afghani forces press attack to the 
Original Afghan border, but show no signs of halting. 
Steps are being taken to set up a "puppet" government for 
Baluchistan. Indications are that Soviets and Afghanis 
may attempt to include Baluchistan land in Iran and 
Pakistan under control of an "autonomous" Baluchi government. 

Based on these developments, the following 
Situation was proposed to exist in South Asia. This situa- 
tion described the crisis problem to be evaluated using 
cross-event analysis. 

eee Resulting Situation 

- Open warfare exists in the area south of 

Beaghanistan extending into Iran and Pakistan. This 


fighting involves Afghanistan, Iran, Pakistan, rebel 
tribesmen, and (reportedly) some Soviet forces. 
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- The Soviets have mobilized along Iran's 
border and are conducting secret talks with Irag. 


| - Iranian Kurds and leftists (separately) are 
almost in open revolt. 


- India has mobilized along Pakistan's border, 
mee Prevent the conflict from spilling over." 


| = Chinese troops have mobilized in Sinkiang 
in response to "Soviet aggression, and to demonstrate 
support for the Baluchistan People's Movement". 

To guide the respondents in proposing candidate 
Svyents the following "probable" U.S. concerns were also 
presented. 

A S Concerns 

am ercuüurrent Conflict c nreatens navigation in 
m e rans of Hormuz. In addition, the fighting is close 
mo the Main oil producing region in Iran, threatening the 
security of those fields. 

~ The Soviet Union may extend its influence to 
the Indian Ocean if it manages to sponsor a client state of 
Baluchistan. This would permit both overland access to 
the Indian Ocean and possible naval basing rights. 

She current turmoil directly threatens U.S. 
Civilians in the area and, to a lesser extent, U.S. economic 
interests. 

- The potential involvement of India and China 
and possible direct Soviet intervention suggest a major 
confrontation may be developing. 

This scenario provided the background against 
which the respondents were asked to suggest a candidate 
event set, and formulate the required subjective estimates. 
This process will be described in the following section 


which details the implementation design's third phase as 


it actually developed. 





Ee Cit Estimates 

The next task undertaken in the demonstration re- 
quired establishing a candidate event set. Before the 
group was asked to brainstorm possible developments, several 
procedural points were reviewed. The study group was 
reminded that suggested events be considered as developing 
from the given situation. Enzer's criteria for meludia 
events in the set were also reviewed. These criteria 
stress that candidate events be (l) important to the situa- 
tion, (2) of uncertain outcome, (3) causally related, and 
(4) specific. Finally, the event formulation rules proposed 
by Mitchell and Tydeman were reviewed to assure the suggested 
Ereutes could Be clearly understood by the group. These 
procedural points were discussed in Chapter Two. 

E stablishing the Event Set 

Once the group understood the required event 

formulation method, a brainstorming session began. As 
events were suggested they were recorded and posted before 
the group. This process continued until it became apparent 
that the participants had exhausted all their ideas. A 
brief discussion session then was allowed to clear up any 
uncertainties. Twenty-nine candidate events were proposed 
during this session. Ten of these represented possible U.S. 
responses to the situation, the remainder represented situa- 
tion developments. These events are presented in Appendix 


A. 





In order to select an analysis event set the 
group was next asked to provide the subjective evaluations 
required for Mitchell and Tydeman's "event assessment" 
procedure. These inputs consisted of two estimates. The 
first required the respondents to evaluate each event's 
initial occurrence probability. These probabilities were 
collected individually by having each respondent score every 
event on the following scale. Each evaluation was to be 
made without considering the influence any other event in 


the set might have on the situation. 


TABLE TWO 


EVENT PROBABILITY DESCRIPTIONS AND RATINGS 





STATEMENT RATING 
Won tr OCCULT 205 
Very Unlikely SAS 
Unlikely 0 
SEL E TY 30 
Likely O 
Very Likely 85 
Certain 35 


The second estimate required respondents to 
evaluate each event's significance should it occur. An 
event's significance was defined as the influence it would 
have on the overall problem situation, assuming it did 
occur. These ratings were based on the following scale, 


and were again collected individually. 
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TABLE THREE 
EVENT SIGNIFICANCE DESCRIPTIONS AND RATINGS 
A A AS 


STATEMENT RATING 


No Importance 1 
Some Importance 2 
Important 3 
Very Important 4 
Coti cal 5 


This proceđure produced ten values under each 
criterion for each of the twenty-nine events. These indi- 
vidual scores were aggregated and used to produce an impact 
rating for each event. The twenty-nine candidate events 
end their probability, significance, and impact ratings are 
contained in Appendix A. 

Several problems were encountered during this 
estimation procedure which were unanticipated in the prob- 
lem design. While eliciting candidate events two tenden- 
cies were noticed which seemed to inhibit the formulation 
process. In brainstorming, the respondents seemed to con- 
centrate on a suggested event and propose subsequent events 
which would develop should the first event occur. Often 
this process would lead far afield until interrupted by 
the facilitator interjecting an alternative event. On 
other occasions, an event's suggestion seemed to elicit the 
proposal of a response event aimed specifically at the first 
event. Another problem encountered stemmed from the respon- 


dent's experience level or knowledge. 


135 





some respondents seemed to be intimidated by 
the ease with which other respondents formulated and jus- 
tified suggested events. A few respondents stated they 
Ee unqualified to participate, and questioned the validity 
of their future estimates given their lack of equal knowl- 
edge concerning South Asia. These problems seem to be 
inherent in the "brainstorming" process. 

in future applications it is felt that using 
trained or experienced facilitators could reduce the prob- 
lem of respondent intimidation, and better control the brain- 
storming process. In addition, research using the delphi 
procedure indicates that having respondents rate themselves 
on their confidence in answering questions provides a cri- 
terion with which to weight individual responses to produce 
improved group values [Ref. 13]. This method might be 
micorporated in future cross-impact applications. 

The fact that suggested events often led to 
related events being suggested indicates a basic cross- 
event assumption may be unfounded. The approach operates 
on the theory that respondents can think in terms of dis- 
crete events. Based on this assumption respondents are 
asked to provide initial probability and significance esti- 
mates for each event independently. However, during the 
brainstorming process, respondents exhibited a tendency to 
propose events in an iterative manner. This suggests that 
the group may find it difficult to conceptualize relationships 


in terms of discrete events, and therefore may conceive of 
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of related probability and significance questions inter- 
dependently, or as contingencies. This in turn indicates 
that another approach to Quantifying estimates may be more 
appropriate. This point will be developed more exten- 
sively in the next chapter. 

Other problems were encountered when the indi- 
vidual estimates were aggregates to produce the impact 
ratings. In their procedure, Mitchell and Tydeman use a 
weighted product of each event's probability and signifi- 
cance scores to produce its impact rating. This procedure 
was found to produce inadequate results in this demonstra- 
tion. The results obtained seemed to disguise the impact 
assigned an event which received a combination of a low 
and high rating on the two criteria evaluated. A simpli- 
fied, hypothetical example may help to illustrate this ponte: 

Assume three countries are rated on their mili- 
tary potential by aggregating scores for their Army, Navy, 
and Air Force. Using a multiplicative index produces the 


following results. 


FIGURE 4 


RESULTS OF A MULTIPLICATIVE INDEX 


MILITARY 
COUNTRY ARMY (x) NAVY (x) AIR FORCE (=) POTENTIAL 





1 





Msing the same values with an additive index seems to 


produce a more realistic measure. 


FIGURE 5 


RESULTS OF AN ADDITIVE INDEX 


MILITARY 
COUNTRY ARMY (+) NAVY (+) AIR FORCE (=) POTENTIAL 





Another, less significant, problem developed 
because two different scales were employed in the "event 
assessment." Probability values were quantified between 
zero and one, while significance scores ranged from one 
to five. This further distorted the multiplicative index. 
As a result the impact scores produced an analysis event 
set which did not seem to accurately reflect the event's 
relative importance. To overcome this problem two correc- 
tions were introduced to the aggregation procedure. 

The significance ratings were rescaled to 
fall between zero and one. The final ratings employed 
mere: 5-,95, 4=.7, 3=.5, 2=.3, and AOS Laem the 
individual probability and significance ratings were 
summed to produce an individual event impeace racing: 

All three ratings were then averaged to produce a group or 


mean score, and the standard deviations were computed for 





each measure. These are the values presented in Appendix 
A. 

This correction is not without conceptual 
limitations. The assumption implicit in summing the two 
evaluation measures is that both probability and signifi- 
cance are equally important in determining an event's 
impact on the problem environment. It is doubtful whether 
this assumption would hold up under rigorous examination. 
appears that an event's Significance would be a more 
important consideration than its occurrence probability. 
This is because an event's impact has no meaning should it 
not occur, therefore, it only becomes important from a 
policy standpoint once it occurs, and this importance 
derives from its significance to the situation. This prob- 
lem relates to Gordon's discussion of the complex factors 
which make up an event's cross-impact [Ref. 24]. Presently 
there exists no algorithm relating the many factors (such 
as probabilities of “feasibility” and "pursuit", and event 
Significance) which compose an event's impact. As a result 
simple summing was the only approach which could be readily 
applied. 

Candidate events were ranked by impact scores 
and six events selected to form the analysis set. A final 
ranking by event impact scores is contained in Appendix A. 
Because one purpose of the demonstration was to examine the 
cross-impact technique's applicability to evaluating specific 


policy response options these six events were not chosen from 





the top ranked candidate events. The six top ranked events 
included only one event identified as a response OPE ron 
(number three). This was because, while most response 
events were evaluated as having high initial probabilities, 
their significance was evaluated as being relatively Te 
To obtain a matrix containing an equal number of response 
events and situation development events, the events were 
separated and the top three chosen from each category. 

The analysis event set and the mean initial 
probabilities are presented below. Six events were used 
because this was felt to be the maximum number which could 
be effectively manipulated by hand. It should be noted that 
the initial probability values have been rounded to two 
decimal places. The averaging technique used retained three 
decimal place values for comparison purposes. Because 
these values were averaged subjective estimates, this 
degree of accuracy would not be jsutified for use in the 
actual demonstration. This event set formed the basis for 
the remaining individual estimates, that is, the five 
causal time-dependent relationships developed by Mitchell 


and Tydeman. 


32mhis result is interesting due to its implications. 
Although the U.S. is assumed to have an extensive number 
of responses available which could be employed in a given 
Situation, the respondents obviously felt tidteehewmagor ley 
of these would be ineffective in this case. Of the three 
response options included in the analysis, only one had a 
significance score comparable to that of the situation 
development events. 





TABLE FOUR 


SELECTED EVENTS 


No. STATEMENT Ausser 
eee z 
22 Soviet/Afghan forces gain control of 
Baluchistan. .60 
28 Soviet Union builds up Indian Ocean 
Seweacd: en. .80 
23 Soviet Union airlifts supplies to 
Afghanistan. a2 
3 United States deploys CTF to 
Indian Ocean. 276 
9 United States evacuates civilians 
from area. .84 
8 United States offers to negotiate 
a cease-fire. .64 


b. Estimate Relationships 
The six-event set produced fifteen possible 
event pairs which required further estimation. The 
required estimates were the five time-dependent probabili- 
) which assessed occurrence, non- 


mies (C. through C 


iL 5 
occurrence, and joint occurrence. Thus, seventy-five 
estimates were required from each respondent. 

In order to systematically produce and collect 
these estimates, response forms were duplicated from the 


examples provided by Mitchell and Tydeman [Ref.. 29, 2. Lebe 


147]. The forms used are reproduced on the next page. 
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FIGURE 6 


FORM FOR EXTIMATING Cs AND C, 


— |. 


Would the prior occurrence of event # cause your estimate 

of the Probability of event # tor 

Increase Stay the same Decrease 

M Our estimate of event + probability is changed (increased 


or decreased) is the magnitude of the change: 


emly Slight A Little A Fair Bit A Lot Surfrjetrenrsroe 


make event + 
certain or 


impossible 
5 10 253 50 100 
Mot. total possible change) 
a a a RR ee ee 
FIGURE 7 
BORMTFOR ESTIMATING C, AND Cy 
Would the prior non-occurrence of event # cause your 
estimate of the Probability of event # TOR 
Increase Stay the Same Decrease 
If your estimate of event + probability is changed (increased 
or decreased) is the magnitude of the change: 
Omy Slight A Little A Falr Bit A Lot Sutitezent to make 
event + certain 


or impossible 


0” 


5 10 25 50 100 
($ of total possible change) 
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FIGURE 8 


FORM FOR ESTIMATING C 


5 

EFE e o o 
Assuming both events + and + occur within the next 14 days 

Event is certain to occur first 

Event is very likely to occur first 

Event is likely to occur first 

Event and event are equa Vly Ly SMOC O Us E 

Event SIS to oseur first 

Event every lively tovoceun fico 

Event psrcercdll EO CCU first 


A Sry Ss Sr eS SU ns 


These forms were organized by selecting the 
First event in the set and pairing it with the remaining 
five events. The next series of estimates paired the second 
event with the remaining four events and so on until all 
fifteen event pairs had been specified. Because there were 
seventy-five total estimates, the forms were delivered to 
the respondents in two batches. Each respondent was given 
two days to complete each batch. The forms were then 
collected and sorted by event pair and the relationships 
assessed. The ten responses for each relationship were 
averaged to produce a mean score for each relationship. 
These scores are contained in Appendix A. 

Several complaints were voiced by the respon- 


dents concerning this estimation procedure. This approach 


made the estimation process monotonous. Three questions 


were repeated with only different event numbers 
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being inserted to complete the seventy-five data points. 
In addition, the question wording was felt to be tortuous, 
specifically through use of the terms "prirorfoccerrence 
and "prior non-occurrence". 

These problems result from manually replicating 
the cross-event procedure. It was not possible in the 
time available to devise an optimal question format for 
each event pair. Such a format could have incorporated 
the event statements within the question. For example 
the following formulation for event pair (28,3) would 
probably have been more acceptable: 

"Assuming the Soviet Union builds up its 

Indian Ocean fleet, would you estimate 
the probability that the U.S. deploys 
amet to the Indian Ocean Tor! 


and for non-occurrence: 


"Assuming the Soviet Union does not 


Í — 


build up its Indian Ocean fleet, would 
you estimate the probability : 





Arena format could obviously be constructed for each 

event pair. Several advantages might stem from adopting 

this approach. The more precise wording explicitly 
incorporates the event statements being considered. The 
causal time-dependent nature of the relationship being 
explored is implicit in the question without employing 
Phrases such as "prior occurrence." As a result the responses 
obtained might be more accurate and consistent, however, 

this fact cannot be validated without further analysis of 


how respondents interpret questions. 
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Another problem encountered in the procedure 
was not voiced by the respondents, but was hypothesized 
to account for the responses obtained when the group values 
were analyzed. The analysis of the responses presented in 
the next section found that every event pair was inconsistent 
in terms of the Py enr rough Pa ordered outcome probabilities 
computed. This problem was felt to result, at least par- 
tially, from the sequence in which estimates had been 
obtained. 

The sequence used in this demonstration was 
selected because it systematically specified all the event 
pairs. This was necessary to insure that all respondents 
received the proper forms and thus provided all required 
estimates. However, this may have been an inappropriate 
way to procede through the event pair set for estimation 
purposes. In addition, the five relationships being esti- 
mated were not presented to the respondents in order. The 
Best occurrence question (C=) being retained until the 
end of each series (Event l|Event 2,..., event 6) of the C, 


Piso ugh C, questions. 


4 
As the respondents answered the questions in 
Maeworcer of presentation, it is possible that they lost 
track of the values previously specified. ee 15.3155 
possible that the respondents were prevented from con- 
sidering their previous responses concerning event pairs 


which might have been felt to be related to each other. 


Once again these possibilities cannot be verified without 
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experimental analysis. No doubt, there is an optimal way 
to present the event set for estimation. 

This conclusion is based on two arguments pre- 
sented in the cross-impact theory discussion. First, Viet 
suggested that probabilities of conditional relationships 
were bounded by the probabilities previously specified for 
that event pair. If this is true then this condition could 
also apply to the time-dependent causal probabilities. The 
second argument is even more basic to cross-impact theory. 

Gordon suggested that most events are related 
in some way. Enzer approached this conclusion in his dis- 
cussion of coupling. It therefore seems reasonable that the 
discrete events composing a set may all be coupled in some 
way. This, it should be noted, is not the concept of higher 
order interactions which Turoff attempted to measure, but 
refers to direct relationships among all events in the set. 
Assuming such a situation is present, then in order to pro- 
duce a consistent set of estimates, a respondent needs to 
be able to review and incorporate not only his previous 
estimates within an event pair but among event pairs as well. 

In summary, the problems encountered and sus- 
pected in this process were: (1) monotony, (2) imprecise 
question wording, and (3) inappropriate question sequence. 
To overcome these problems it would be necessary to devise 
an estimation procedure which: (1) formulates questions using 


the event statements, (2) develops a more exact question 
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structure, (3) allows estimators to review their responses 
as they estimate, and (4) allows estimators to compare 
thelr responses across related event pairs. 

One possible approach to overcoming these prob- 
lems might be to use an interactive computer program to 
elicit estimator responses. This approach was demonstrated 
by Turoff. As proposed here, the program would allow the 
respondent to make estimates on the basis of responses con- 
cerning other estimates. Obvious extensions to this approach 
include computing probability boundaries as suggested by 
Dalkey, and displaying results to allow re-estimation as 
suggested by Turoff. Using an interactive computer would 
weer im Obtaining consistent probability estimates (this 
problem will be returned to in a later section). It might 
also provide useful data for determining how respondents 
interpret questions posed, and for devising an optimal 
estimation sequence. 

Despite the problems encountered by the respon- 
dents, and because the suspected problems were not immediately 
apparent, the respondents‘ estimates were collected and 
averaged as planned. These values formed the input for 
computing the eight ordered outcome probabilities for each 
event pair. 

3. Analysis 
The next phase in the demonstration was to replicate 
the analyses performed by Mitchell and Tydeman as extended 


Bes s application This required that the responses 
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obtained be converted into conditional probabilities, and 

that these be used to construct a cross-event matrix and 

generate scenarios. This section will describe the compu- 

tational procedure used and discuss the results obtained. 
a. Computational Procedure 

Once the respondents' estimates were averaged 
and the standard deviations for each relationship computed, 
mean values were used to compute the ordered outcome propa- 
bilities. The Pz through Po values for each event pair 
were calculated using the formula derived by Mitchell amd 
enanas presented in Section E of Chapter Three. These 
values were used to compute the conditional probabilities, 
however, unlike the Mitchell and Tydeman demonstration, 
every event pair was found to have inconsistent results. 

According to Mitchell and Tydemand inconsistency 
exists when any outcome probability is negative [Ref. 29, 
p. 142]. In fact pairwise inconsistency from a probabilistic 
standpoint is manifested by a value >1l or <Q, and is indi- 
cated when the common factors a, 8, and y exceed unity or 
become negative. The calculated outcome probabilities for 
each event pair are presented in Appendix B. 

The cross-event procedure uses a minimum stan- 
dard deviation fitting technique to resolve pairwise incon- 
sistency. This technique, as described in Chapter Three, 
was felt to be inappropriate for use in this demonstration. 
One reason was that it would require an excessive amount of 


time to resolve fifteen inconsistent sets. Also, the 
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technique, as demonstrated by the developers in a case 
resolving individual inconsistency, zeroed the inconsistent 
values. Of the fifteen event pairs developed in this study, 
over half the outcomes in twelve pairs were inconsistent 
while six pairs had seven or more inconsistent values. As 
a result, it was felt that the fitting technique would 
destroy too much potentially useful information. 

Even though the ordered outcome probabilities 
mese apparently inconsistent, it was still possible to com- 
pute conditional probabilities using the formulae devised 
by Mitchell and Tydeman. These conditional probabilities 
would doubtlessly also be inconsistent from a probabilistic 
standpoint, however, in the cases where one conditional 
probability appeared consistent it would be possible to 
employ Enzer's boundary rule to resolve the second proba- 
Picy. As in the case of the fitting technique, this pro- 
cequre was expected to destroy at least half of the potential 
MeeOrmacion. In addition, the boundary rule could not be 
applied in cases where both conditional probabilities appeared 
to be inconsistent. 

Because the demonstration results were apparently 
inconsistent, it was not possible to produce all the data 
required for the intended analysis and evaluation. Having 
only the ordered outcome probabilities precluded any attempt 
to determine event dominance and sensitivity. Nor was the 
required data produced for completing the cross-event matrix 


and undertaking scenario generation. Therefore, 1t was not 
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possible to conduct the analyses which use these tools. In 
particular, the demonstration could not be used to determine 
the validity of the proposed extension which included dis- 
crete policy options in the event matrix. Even SO, IERS 
still felt that this:was a practicable extension, given a 
workable cross-impact format, which could become a useful 
analytical tool. 

Two alternatives for solving the inconcsistency 
problem seemed to present themselves. The designed study 
could be continued by arbitrarily specifying a consistent 
set of values. This alternative would have ignored the 
study's intended purpose of assessing the utility and 
effectiveness of cross-impact analysis as a possible 
@ecision-aid by forcing the methodology to work rather than 
examining its problems and their implications. 

The second alternative was to examine the appar- 
ent inconsistencies to determine if they were in fact incon- 
Sistent. It would then be possible to determine; a) why 
the information was inconsistent and what corrective measures 
could be taken, or b) why the information appeared to be 
Imeonsistent, and how it could be used if it was in fact 
consistent. This alternative was selected. The approach 
used will be described in the following section. 

b. Exploring the Inconsistency Dilemma 

The first task in exploring the inconsistency 

problem was to determine if the demonstration results were 


in fact inconsistent. To do this the cross-event approach's 
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assumptions and implications were re-examined. It was 
obvious that the collected data provided enough information 
to rank the ordered outcome probabilities. If the outcome 
probabilities were considered as an eight element set there 
were Po = ET = 8! possible rank combinations. If it 
could be shown that the fifteen combinations obtained during 
the demonstration formed a pattern displaying some underlying 
logical consistency apart from the consistency demanded by 
the constraints of probability theory, and if this pattern 
Seeurred in a statistically significant number of cases, 
enel the responses could be demonstrated to provide useful 
information which might otherwise be masked by routine 
cross-impact analysis techniques. 

The respondents had been asked for causal, 
time-dependent estimates which were used to compute ordered 
outcome probabilities. The estimates were obtained by 
assuming the certain occurrence or non-occurrence of an 
event (cause) and assessing the change in probability this 
produced in another event's probability (effect). The out- 
come probabilities computed using these estimates were time 
sequences, which retained this cause and effect structure. 
The eight ordered outcomes could, therefore, be paired by 


opposite we This resulted in pairing the following 


actually, several pairing methods were possible. For 
example: Transpose (i,j with j,i), opposite cause (1,] with 
i,j), opposite effect (i,j with i,j), and opposite cause and 
Speer (i,j with i,j). However, Since the relationship being 
estimated assumed known cause (prior occurrence or non- 
occurrence), in effect holding cause constant, the opposite 
cause pairing was considered more relevant for testing. 
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P, - P_ (j,i with j,i), and Der (pl a ce a 
the respondents had been consistent, it could be argued 
that the pairing of probability ranks by cause would reveal 
some logical pattern. To accept this argument, the pattern 
would have to appear more frequently than could be expected 
my fandom chance. 

Upon pairing the probability rankings in the 
Fifteen cases (one for each event pair) by cause, several 
patterns were noted. These are depicted in Appendix B. 

As stated above 8! combinations are possible. To show con- 
Sistency a pattern would have to permit prediction (ner, 
by knowning one outcome probability's rank it would be 
possible to determine its pair's rank.) By this criterion 
one obviously consistent pattern was noted and termed 

the "Chinese Box". 

The "Chinese Box" pattern paired the first and 
last, Second and seventh, third and sixth and, fourth and 
fifth ranked probabilities. The pattern was intuitively 
pleasing as it indicated that the respondents had ranked 
last the opposite cause to the cause ranked first, ranked 
next to last the opposite cause to the cause ranked second, 
and so forth. This pattern implied that some logical con- 
sistency existed in the way respondents linked cause and 
effects in the demonstration situation. A second consistent 
pattern could also be identified although it was intuitively 


less rigorous. This was actually a family of patterns which 
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existed when one pair and its opposite pair were located 
in the upper half and lower hali of Enel caia respectively. 
This also implies some degree of consistency although it 
does not allow exact prediction. The "Chinese Box" pattern 
was selected for testing because it was more rigoros, and 
could be expected to occur less frequently by random chance 
than the simple upper-lower split. 

A "Chinese Box" occurs when one of the outcome 
pairs is ranked in position one through four before its 
pair is ranked in the corresponding position from the bottom 
Memieight to five). Thus there are Pi = = = 4! combinations 
which produce this pattern. But since Pz can be replaced 
by Pas P, can be replaced by Par Po can be replaced by Poy 
and Pe can be replaced by Por the actual number of combina- 
Ben is given by 4! x 2x 2x 2x 2 = 384. Thus the 
theoretical probability of observing a "Chinese Box" can 
be determined as 384/8! = .0095 = .01. During the demon- 
Stration the following results were obtained. In the fif- 
teen cases, eight obviously inconsistent sets occurred and 
seven apparently consistent sets were observed. This pro- 
duces an experimental frequency of .47. Two tests were 
used to determine if this result was statistically signifi- 
canto 

The Kolmogorov-Smirnov one sample test provided 


the following results for a sample set of N = 15 cases, 


and two categories (consistent, inconsistent) [Siegel, 1956, 


Bes. 


153 





Dar) = the theoretical cumulative distribution 
of cases 


iss) = the observed cumulative frequency dis- 
tribution of a random sample of 15 cases 


D = the maximum deviation between BO (x) and 
S} s (X) or ETX) - S} 5 (3) | 
The critical value for D at the .01 significance level is 


.404 for 15 cases [Siegel, 1956, Table E59, 2 se 


TABLE FIVE 


CONSISTENCY PATTERNS IN 15 CASES 


OUTCOME EVALUATED AS 


number of CONSISTENT INCONSISTENT 
cases in 





Since D = .456 > .404, this finding is evaluated as signifi- 
Cant at the .01 level. However, as in most cases involving 
a small N this conclusion would not be justified if the 
number of consistent outcomes was reduced by one. For six 
Pemsistent outcomes D = .39 and is only Significant at the 
Mipmelovelwvnere the critical Dis .338. 

Feoman additional check on the statistical signi 


ficance of this outcome and in order to determine the probability 
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that this demonstration represents a random sample, the 


Binomial Test was applied [Siegel, 1956, p. 36-42]. In 
this test: 
P= proportion of cases expected to be consistent 
CE e opor ti on enca SeS Expeo como E 
IS OnS IS tena 
N = number of cases 
x = number of observed consistent outcomes 


The probability of observing exactly seven consistent out- 


comes is given by: 


pix) = Ma am = (0) (99 
= .0000000001 
where 
o 
7 oe 
Thus p(7) = 0, and the probability of observing five or more 


consistent outcomes can be computed similarly as p(x > 5) 
= .0000004. Since these tests both indicate that the observed 
frequency of consistent rankings (.47) was Sigmar icant, 
the following conclusion was reached. 

Although all event pairs were evaluated as being 
inconsistent using the cross-event approacnh's probabilistic 
cierta (any Py through Po < MO a a leye Ven 


cases were consistent when the probabilities were ranked 
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and paired by opposite cause. The implications of this 


finding will be addressed in the concluding chapter. 


D. CONCLUSIONS 


This chapter described the implementation process de- 
Signed to demonstrate cross-event analysis in a hypothetical 
crisis situation. Several problems were encountered in 
putting the design into effect. During the estimation 
phase it was discovered that a "brainstorming" session 
could get out of control and range far from the intended 
Situation, or intimidate some respondents. It also seemed 
Sma the respondents had difficulty thinking in terms of 
discrete events. Furthermore, the method suggested for con- 
ducting "event assessment" was found to be inappropriate 
because it used two different scales and a multiplicative 
index. 

Other problems were encountered in estimating the 
interrelationships between event pairs. Some problems arose 
due to limitations in the implementation design, specifically, 
the problems of monotony and imprecise question wording. 
Because inconsistent probabilities were obtained, addi- 
tional problems were suspected to exist in the estimation 
process. These problems involved the sequence in which the 
estimates were asked for and the fact that respondents might 
have lost track of their previous responses in the course 
of completing the forms. Finally, the way in which rela- 


tionships were quantified was suspect. 
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To overcome these problems, several solutions were 
proposed. An experienced facilitator was recommended to 
control the brainstorming process. In addition, incorporating 
a method for respondent self-evaluation was suggested to 
permit weighting estimates for reliability. Because respon- 
dents apparently had difficulty conceptualizing discrete 
events it was suggested that they thought in terms of inter- 
a lations or contingencies. 

Improvements tc the "event assessment" process included, 
using similar scales for the measures being combined, and 
adopting an additive impact index rather than a multiplici- 
tive one. It was also noted that further research into the 
components which constitute an event's impact, and their 
relative importance was also desirable in order to devise 
an appropriate algorithm for combining the various measures. 
Overcoming the problems of monotony and imprecise question 
wording in assessing interactions requires devising an 
improved question format. 

This improvement could be realized utilizing an inter- 
active computer program. This would also allow respondents 
to review their estimates, and could be extended to provide 
probability bounds for estimates, and to present respondents 
with a display of the results obtained from their inputs. 
Such programs have been demonstrated in several applications 
reviewed in this study. The other problems suspected in the 


estimation process were only hypothesized and could not be 
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verified without additional study. Data regarding question 
sequence and respondents' thought processes could be col- 
lected while using the interactive computer program. 

Once the implementation problems were discussed and 
possible solutions suggested, the experiment results were 
presented and analyzed. It was found that the ordered out- 
come probabilities for each event pair, as computed from 
the respondents' estimates using the rules of probability 
theory, contained inconsistent values. However, when the 
information required from the respondents was presented as 
causal, time-dependent estimates, and the information con- 
tained by the computed output was presented as the respon- 
dents' view of the sequence in which the two paired 
events were likely to occur, another interpretation was 
possible. 

The ordered outcome values could be ranked and paired 
according to opposite cause. In seven of the fifteen 
cases, this procedure produced a pattern suitable for exact 
prediction. This "Chinese Box" pattern was shown to be 
intuitively pleasing as an indication that the respondents 
had been logically consistent in their responses. 

In order to determine if this result was statistically 
significant, two tests were applied to the data. The 
Bimeomlal Test showed that the probability of obtaining more 
than five "Chinexe Boxes" was close to zero, while the 
Kolmogorov-Smirnov one-sample test showed that the results 


obtained were significant at the .01 level. Therefore, it 
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was decided that the respondents had been consistent in 
almost half of the event pairs, and that the apparent 
inconsistency in those cases resulted only because the 
values computed did not produce valid probabilities. 

The next chapter will explore the implications of this 
Bending for the future use of cross-impact analysis. This 
Wiil require evaluating the approach's basic assumptions 
regarding how interactions are quantified and manipulated. 
This evaluation will draw on the impression formed during 
the brainstorming process that respondents may think in 
Bemis Of interrelations or contingencies. The future utility 
of cross-impact analysis as a crisic decision-aid will be 
assessed using the experience gained in applying the tech- 
nigue in this demonstration, and through drawing on the 
feedback comments made by the study participants. Finally, 
it is hoped to suggest possible improvements to the technique, 


and to recommend further areas for study. 
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V. CONCLUSION 


A. INTRODUCTION 

Aside from the several minor problems encountered in 
implementing the selected cross-impact analysis technique 
in a hypothetical situation, this study revealed a major 
conceptual limitation in the technique. This conceptual 
problem underlies a basic assumption which must be adopted 
in any cross-impact approach. The problem stems from 
determining what interpretation should be applied to the 
estimates provided by the expert respondents. This problem 
relates to determining how individual thought processes 
actually work, and how complex relationships are concep- 
tualized. The problem underlies any methodology which 
attempts to employ subjective estimates. 

In reviewing cross-impact analysis' basic concepts 
and assumptions it was noted that several interpretations 
could be applied to subjective estimates, depending on the 
assumption made concerning the way individual's interpret 
and analyze unfolding situations. These alternative inter- 
pretations can be grouped into at least two main categories. 
The first, which was pursued in this study, viewed the 
estimates as causal probabilities. Under this interpreta- 
tion, individuals are assumed to be essentially Bayesian 


information processors. 
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The second interpretation views subjective estimates 
as quantified variation estimates, or, as directly describing 
how a change in one variable produces a change in another 
variable. Under this interpretation, an individual is 
assumed to be a more complex information processor than is 
described by the Bayesian model. This interpretation was 
A inthe Turoff approach, which represented the results 
obtained from the respondents' estimates as analogous to 
correlation coefficients. 

How the question of interpreting subjective estimates 
Boeresolved forms the basis for the methodological approach 
used in cross-impact analysis. The assumed interpretation 
determines how inconsistency is identified and corrected. 
It also influences the method used to obtain estimates and 
produce cross-impact factors. For these reasons, determining 
the appropriate assumption to be used in interpreting 
estimates is essential to performing reliable, useful 
cross-impact analysis. 

The results obtained in this study indicate that a 
Peerpabllistic interpretation of estimates may not be appro- 
priate. It was demonstrated that, although the ordered 
outcome values were inconsistent as probabilities, a 
significant number of event pairs contained an outcome 
Pattern which indicated that a consistent thought process 
had occurred. Additionally, during event generation, 
respondents showed a tendency to think in terms of contin- 


gencies or interrelations. 
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This chapter will address the question of how respondents 
answer the cross-impact questions posed in light of the 
study results. This discussion will focus on the alter- 
native interpretations proposed, and how each of them may 
be used in future cross-impact analysis applications. The 
final section of this chapter will discuss the technique's 
use as a decision-aiding methodology as it is currently 
structured. This discussion will highlight the technique's 


strengths and weaknesses in problem analysis. 


B. INTERPRETING RESPONDENT ESTIMATES 

Of the two interpretations proposed, the most frequently 
employed is probability. The inherent advantages of this 
interpretation were discussed in the technique selection 
section of Chapter Three. These advantages were primarily 
methodological in nature. The probabilistic assumption 
provided a method for determining if respondents' estimates 
meme consistent. Furthermore, by using probabilistic rela- 
tionships, a well structured algorithm for manipulating 
estimates was also developed. 

l. Probabilities 

Kerne probability values restricted the estimated 

and computed values to a range between one and zero. 
Several procedures were designed to correct values which 
exceeded these bounds. All of these procedures essentially 
zeroed or made unity the extreme values. As demonstrated 


in this study, use of these correction procedures could 





destroy much information. This is true especially when a 
large number of extreme responses are obtained. This study 
also demonstrated that bounding the estimated values to 
normal probability limits can disguise otherwise consistent 
results. A possible explanation behind the excessive 
number of extreme responses is that the respondents do not 
easily conceptualize events and their interactions in 
erssabilistic terms. 

This problem could be reduced if respondents were 
trained to make probability estimates. An interactive 
Penpater package could aid in this process. As discussed 
previously, such a package could be structured to provide 
respondents with the probability bounds for their future 
estimates based on the values previously specified. The 
program would also furnish the respondents with results 
computed from their estimates. Repeated exposure to such 
outputs could increase the respondents' experience with 
probabilistic relationships. Eventually, they might become 
Saeorltcient in Making consistent probabilistic estimates. 

However, aside from the previously mentioned 
methodological advantages, there does not appear to be any 
Mmimcewe 7usStification for pursuing this’ solution. The results 
CES study indicate that consistent responses can be 
obtained when using other than consistent probability values. 
If respondents do find probabilities difficult to work with, 
yet can produce consistent responses through some other 


thought process, it might be more appropriate to devise an 





analytic procedure which taps expert opinions by using 
some other algorithm. In this case, the second inter- 
pretation given respondents' estimates might be worthy of 
igereased attention and analysis. 

2. Variations 

ner second. Interpretation given respondents 
estimates suggests that individuals may be more comfortable 
working with a procedure which quantifies the variations 
produced by one variable interacting with another variable. 
Bicwract that the respondents appeared to think in terms 
of contingencies during event generation lends some support 
to this interpretation. If it can be determined that 
respondents are more comfortable when dealing with relative 
changes in events, a variation algorithm might be used to 
collect and manipulate their estimates. 

Two measures have been developed which describe the 
relationships between variables (in this case events). 
Either, or both might be developed for use in cross-impact 
analysis. Turoff demonstrated the application of one 
variation measure, a correlation-based algorithm, in his 
cross-impact approach. The second variation measure, 
Fégression, might also be appropriate for use in cross- 
impact analysis. 

Correlation coefficients range between minus and 
plus one. These boundaries could produce constraints similar 


to those encountered in using probabilities. However, using 
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a correlation algorithm would retain a certain ease of 
manipulation. In addition, it would also be possible to 
obtain an indication of estimator consistency. 

This capability derives from the fact that under 
this interpretation the cross-impact matrix would be 
analogous to a correlation matrix. Consistency could 
therefore be determined through analyzing the matrix entries. 
A brief example, using a simplified correlation matrix, will 


demonstrate this point 


PIGURE 9 


SIMPLIFIED CORRELATION MATRIX 


EVENTS A B € 





In a correlation matrix, if variable C increases 
with an increase in variable A; then variable A must increase 
with an increase in variable C. In other words, the matrix 
entries above the diagonal must mirror the entries below 


the diagonal to be consistent. 
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As a final consideration, the theory describing 
correlation coefficients is well enough developed that 
other analysis forms might be attempted. For example, the 
technique of path analysis could be developed as a method 
for tracing causal relationships. It might also be 
possible to trace logical structures on adjacency matrices 
using the principles developed by Harary [Ref. 42], and 
demonstrated by Bonham, et al., and Axelrod [Refs. 44, 45, 
and 43]. The correlation algorithm for cross-impacts might 
also be extended into a regression algorithm. 

Regression coefficients represent the second varia- 
tion measure which might be applied to cross-impact analysis. 
Because regression coefficients can range between plus and 
minus infinity, there would be no constraints imposed by 
bounding estimate values. However, using a regression 
algorithm could easily produce extremely large values, 
limiting the ease with which estimates could be manipulated. 
This fact is apparent upon recalling that some ordered out- 
come values computed in this study exceedeä a value of 
thirty, and these were calculated using bounded estimates. 

3. Summary 

This study's results indicate that the method used 
in cross-event analysis to tap expert's opinions may be 
inappropriate. Two alternatives might be used to overcome 
Zrussproblem. The first possibility is tætrain respondents 


e hink in probabilistic terms. The second is to develop 
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wener algorithm for interpreting and manipulating their 
estimates, possibly through using correlation or regression 
coefficients. 

Choosing between these two alternatives cannot be 
attempted without further study. The primary focus for 
this additional study would be to empirically determine how 
people actually conceptualize relationships between events. 
Without an understanding of this crucial point, selection 
of a cross-impact algorithm can only be made arbitrarily. 
As a result, arbitrary estimate interpretation would 
preclude giving any confidence to specific results obtained 
meme the analysis. Despite this problem, it is felt that 
the methodology has some potential as an alternative 
approach to decision analysis in socio-political 


Sselications. 


er CROSS-IMPACT ANALYSIS AS A DECISION-AID 

Several advantages can be identified for the cross-impact 
technique when employed in assessing complex situations. 
First, its systematic approach assures that all problem 
elements identified as important are considered. The step 
by step procedure used can be easily traced to identify 
important elements in the problem situation, and to suggest 
areas requiring further study or close monitoring. 

Secondly, the technique can serve as a valuable heuristic 
device. Its systematic approach forces respondents to care- 


fully evaluate each estimate (opinion) in conjunction with 
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their other estimates, and to consider the estimates' 
implications in toto. This requires that the experts fully 
and consistently formulate an underlying paridigm which can 
aid an individual or organization in problem definition. 
Thus, cross-impact analysis can be a useful modeling tool 
and problem specification approach. 

In addition, because the technique is time sensitive, 
its results can be used to monitor problem development, or 
at least the way in which the experts perceive that develop- 
ment. Through monitoring the development of cross-impact 
Matrices it might also be possible to learn more about how 
Bpatytdual, group, and organizational thought processes 
evolve in response to evolving situations, changing informa- 
tion streams, and differing perceptions of problem compo- 
nents. Thus, the technique's continued use might contribute 
to an understanding of how individuals process information 
(providing the data with which to resolve the question of 
how respondent's estimates should be interpreted), and how 
they perceive developing systems. 

Even without having completed the designed implementa- 
tion, because inconsistent ordered outcome probabilities 
were obtained, it is still possible to make some observa- 
tions regarding cross-impact analysis' utility as a decision- 
aid. Obviously, there are several problems which must be 
corrected before the technique can be applied in a "real- 


world" analysis. Many problems encountered in the 


168 





demonstration arose from a lack of experience in conducting 
subjective estimation sessions. Such "operator" problems 
included controlling the brainstorming session, and 
conducting the "event analysis." These problems were 
discussed, and solutions suggested in Chapter Four. None 
of the implementation problems appear to inhibit using the 
technique as much as the conceptual problem previously 
discussed. 

The theory that interactions among discrete events can 
be quantified and systematically assessed seems to be an 
appropriate method for approaching complex, ill-defined 
problems. The technique's demonstrated computer adapta- 
bility enhances this attractiveness. Using a computer 
makes it possible to identify a large number of events for 
analysis. In some cases, it might be possible to practically 
specify the entire problem environment. Although this would 
require a very large number of estimates, they could be 
obtained and manipulated with the computer. However, until 
the conceptual question discussed in the previous section 
is resolved, cross-impact analysis remains a developmental 


methodology. 
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APPENDIX A 


ESTIMATED RESPONSES 


Candidate event set, probability and significance 
ratings, impact scores (standard deviations) 


NO. 


10 


EL 


Event 
Statement 


Kurds in Soviet Union 
revolt. 


Egypt closes Suez 
Tanal to Soviets. 


United States 
deploys Carrier Task 
Force to Indian 
Ocean. 


Soviet Union 
initiates military 
alert along 
Chinese border. 


Soviet Union block- 
ades Gulf of Oman. 


Soviet Union mines 
Se. or Hormuz. 


United States appeals 
to all parties to 
cease hostilities. 


United States offers 
to negotiate cease 
fire. 


United States evac- 
Bares civilians 
from area. 


China ships arms to 
Baluchi rebelis. 


India lends moral 
u port to anti- 
Soviet forces. 


Prob (S.D) 


sb 


O 


=> 


33 


215 


109 


.805 


.64 


835 


579 


. 689 
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. 08 


<12 


‚abe, 


nee 


T9 
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13 


le 


.10 


27 


Le 


SIR 


.48 


595 


262 


yal 


LS 


SAT 


Le 


. 48 


309 


s919 


.405 


(S.D.) 


“SL 


22 


19 


23) 


225 


29 


Sa, 


23 


ee 


SES 


122 


52 


za 


379 


.24 


355 


.04 


sali 
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2 > 


09 


(SEE 


SR! 


Aa 


son 


.47 


32 


226 


ey 


nod 


„14 


39 
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Ne. 


2 


ILS 


14 


LS 


EG 


w7 


18 


IL, 


20 


21 


22 


23 


24 


23 


Event 
Statement 


Chinese mobilize in 
Sinkiang. 


Iranian leftists 
sabotage oil fields. 


United States states 
felhas no intention 
of becoming involved 
in the situation. 


Leftists seize 
eentrol in Iran. 


United Nations 
meets to discuss 
the problem. 


Iranian and Soviet 
units skirmish in 
area around 
Afghanistan. 


Iranian government 
clamps down on 
leftists. 


Civil War breaks 
out in Iran: 


United States 
Bonzoy,s oil ship- 
ments with Naval 
units. 


Ayatolla Khomeini 
calls for Jihad. 


Soviet backed Afghani 
forces subjugate 
Baluchistan. 


Seviet Union air- 
lifts supplies to 
Afghanistan. 


United States sends 
aid to Pakistan. 


United States sends 
ante to Iran. 


Prob (S.D.) 
2505 .25 
Ban el 
eo il 
07 -14 
.885 .08 
4857 25 
A .18 
535 2A 
‚3858.25 
„48 25 
5952,15 
EZ 20 
4659.16 
"4250 l2 
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. 60 


„58 
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20 
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20 
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21 
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el 
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ead 


Imp. 


022 


20 
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175 


.08 
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.955 


.03 


. 48 


en 


um 


. 01 


(SE) 


31 


27 


25 


mE 


AE, 


oy 


NE 


18 


«42 


„22 


ao 


34 


„24 


37 





NO. Event 


Statement Prob. (S DII Sig. (SD) D. SD.) 








26 |United States 
deploys troops to 
Saudi Arabia. 


27 | United States 
deploys an F-15 
squadron to 
Saudi Arabia. 


28 |Soviet Union builds 
Upsıts Indian Ocean 
Squadron. 


237 Soviet Union 
harrasses oil tankers. 


A Ranking by Impact (top ten) 





All Events Response Events 
No. | Short Name Short Name 
22* | S.U./Afghan forces gain control U.S. deploys CIF 
Bees o.U. builds up 1.0. sadm. U.S. evacuates civilians 
3 ies. deploys CIE U.S. offers negotiation 
23* | S.U. supplies Afghanistan U.S. appeals for cease fire 
4 S.U. mobilizes Chinese border Aid Pakistan 
L9 Civil War in Iran Convoy oil 
12 Chinese mobilize in Sinkiang Aid Iran 
13 Leftists sabotage oil in Iran Non-involvement 
15 | Leftist coup in Iran F-15's to Saudi Arabia 
WO China arms Baluchis Troops to Saudi Arabia 


(* indicates events chosen for analysis) 


3. Estimated interactions by Event Pair 


Event Pair | c, C3 E C4 “5 
E (13) (3li) (117 GID | (4, / 483) 
Zee) 
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APPENDIX B 


CALCULATED RESPONSES 


Resultant ordered outcome probabilities by Event Pair 


Event Pair Pr P, P . Py Po Pe P- Po 
(1,3) El le ee 
22,23 |sı | .5I-ı:.3 |-7.4 [163 [6.3 |-es.6 |-se.s | 
Ben Seren. Dee een 
MAS a e el a a i 


| (28,8) E 

1.4 | .32 

lesa [12 | 19] - 57) 121 34] .13 ) .23) .09| 
dl .07 

1.0 

lí es | 2 | 63 | -2.7 1.3 | 2.3 | sol -ó.8 [1.2 | 
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2. Probability rankings by Event Pair 


22728) Or: Sov/Afg. forces gain control of Baluchistan, 
Soviet Union builds up I.0. squadron 





Outcome Ranking Meaning Pairing by Opp. Cause 
a, Pe Ge) 
2 De (3) 
3” Po ai) 
4 Po (3,1) 
Sr P} (17) 


mm 
FU 
N 
H 
LJ 


7. Py (15) 
8. P (i,j) 


Evaluation: Inconsistent 


T23) Or: Sov/Afg. forces gain control of Baluchistan, 
Soviets airlift supplies to Afghanistan 


Outcome Ranking Meaning Pairing by Opp. Cause 
ales Pe (I) 
2 Pe (IrL) 
3 Pz (1,3) 


n e 
W Mm 

NO 
Prop 
U Cd 


4 
6 Pp, (Gigs) 
7 Pa sr 
8. P- (arin 


Enn lūation: Consistent 
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wer) Or: Sov/Afg. forces gain control of Baluchistan, 
U.S. deploys CTF to I.0. 





Outcome Ranking Meaning Pairing by Opp. Cause 

Ie Py (1,3) 

2i; P- (IL) 

3. Po Gig) 

4. Ps (a) T 

5. > pa) 

6. Be Gal) 

7a BE (ds) 

i Dir e 

8. Pa nes) 


Evaluation: Apparently Inconsistent, however, value difference 
from rank 7 to rank 8 is only .2; therefore, 
ossibly consistent 





m7) Or: Sov/Afg. forces gain control of Baluchistan, 
U.S. evacuates civilians from area 


Outcome Ranking Meaning Pairing by Opp. Cause 
i. Dr (Jri) 

oe Pe Gao) 

3% Py Coa E 

4. P, (i,j) 

Se Ze Gina 

5% En (vda) 

ve Ps (aie) 

8 Pr La 


Evaluation: Inconsistent 
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(22,8) Or: Sov/Afg. forces gain control of Baluchistan, 
U.S. offers to negotiate a cease-fire 


Outcome Ranking Meaning Paliring by OBp. Cause 





ip. > (ji) 


oP, ae 


Co nN 9% OA A 
rc A 
“I Ww O A N O 

GAI BA GA PA e a 
H Ge BA GA d A 


Evaluation: Consistent 
WS 23) Or: S.U. builds up I.0. squadron, 
Soviets airlift supplies to Afghanistan 


Outcome Ranking Meaning Pairing by Opp. Cause 


A P (a) 


(iar enka TE 


O E AI AS 
e = o. e = .s 
H 
H4 
td W wW ù t O 
A O Bd N WN P 
ty 
m 
tg 
Pi u ol e u 
UAI Pop as bl 
| E 


Evaluation: Consistent because P3 = P 





ATEN 








Mena) Or: S.U. builds up I.O. squadron 
U.S. deploys CTF to I.0. 

Outcome Ranking Meaning Pairing by Opp. Cause 
ie Py ay, 
Di» P. (Jri) 
BE he 

TIE P, & P, ale TIE 
4. 
5. Er (71) _ 
6. a EC 
I Be oo) 
8. p, a) 


Peeiiiation: Consistent due to tie as in previous case. 





MiS) Or: S.U. builds up I-O. squadron, 
U.S. evaculates civilians from area 

Outcome Ranking Meaning Pairing by Opp. Cause 
Ir Er (1,3) 

2 P i371) 

oe BS Gr 

4. Po GE) 

oe Pe Ge) "i 

6 Be (m) 

7 Ey Ge) 

8 P3 (Pa) 


Evaluation: Inconsistent 
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SS) Ox: S.U. builds up ITO. squadron 

U.S. offers to negotiate a cease-fire 
Outcome Ranking Meaning Pairing by Opp. Cause 
i. Pa To 


2A Pa Gb 


> w 
tg tg 
oO) 
Re 
I e pH 


5 ‚ 
5 P, er 
6 Py (JO) 
7 Ey, a) 
8 B E) 


Evaluation: Inconsistent 


=r) Or: S.U. airlifts supplies to Afghanistan, 
Oeo-, CeplLoys ETE PEO” TO. 


Outcome Ranking Meaning Palring by Opp. Cause 

ir, Py (13) 

2%: Ps IAL) 

Sn Pe an) 

4. P, (1,3) ] 

5% En ra) 

or Po (JF) 

T P3 Cia) 

5 lpi£.| = .07 

8 Pa (Jr) 


Evaluation: Apparently Inconsistent, however, value difference 
from rank 7 tO rank 3s only O7, therefore, 


Lol l st o 0 
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Werf) Or: S.U. airlifts supplies to Afghanistan, 
U.S. evacuates civilians from area 





Outcome Ranking Meaning Pairing by Opp. Cause 
I. Py O 
2, Pe Caer) 
a ae (is) | 
4. pl Gr) 
St Pe Gr | 
6. E Ge 
7: Py (i,j) 
8. 25 (S 
w uation: Inconsistent 


mero) Or: S.U. airlifts supplies to Afghanistan, 
U.S. offers to negotiate a Cease-fire 


Outcome Ranking Meaning Pairing by Opp. Cause 
le P} SO 
on Pe (3,1) 
3 P3 AO 


ul > 
HJ FU 
mn 
CPP RC 
Pao H 


8 
6 Py (IP) 
7 E (1) 
5 DITS = oe 
oe Po alr) 


Evaluation: Apparently Inconsistent, however, value 
difference between rank 7 and rank 8 is only 
.01, therefore, Consistent. 
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ere) Or: U.S. deploys CTF to I.O. 

U.S. evacuates civilians from area 
Outcome Ranking Meaning Pairing by Opp. Cause 
1 Py o, 
a (j,i) 
Ye es a 
is (1,3) 
5. u Gr, 
6. Ee (ee) | | 
7 PA er 
3 Pp, Se 


Evaluation: 


e,8) Or: 
Outcome 
J Py 
2 Pa 
3 Bo 
4 P, 
5 Pe 
6 Py 
7. Po 
8 Po 


Evaluation: 


US: 
USE 


Ranking 


inconsistent. 


Meaning 


(hsp 
(2,3) 
er 
(1d) 
Gre) 
(ea) 
Git) 


Gr 


Inconsistent. 


deploys CTF to, 1.00, 
offers to negotiate a cease-fire 


181 


Pairing by Opp. Cause 


= 








9,8 Or: U.S. evacuates civilians from area, 
U.S. offers to negotiate a cease-fire 

Outcome Ranking Meaning Pairing Dy Opp- Cause 

i Pe (j,i) 

De. Py (i,j) 

3 P, er 

4. Po (j,i) 

5. Dis (3,1) | 

6 P, a 

Be Ga 

8. Po (Ia) 


Eralumatıon: Consistent 


3. Summary of Results 


Case Pair Consistent Order 
1 (22728) NO IA A eS 
2 (22.23) YES Sao A A > 7 
3 (2203) NO ioe poe A. Bst 
4 (22m) NO in E a O aA L 
5 (22,8) MES 572 Onc CO pS: 7 
6 (28723) YES lL SP econo na: 7S 
7 28,3) YES See, 7, 3 
8 (28,9) NO eS eee a, 4 3 
9 2er) NO A cy Lp hy 3 
10 (23773) YES Er a Fu Fu O 
IL (2 S NO eo ar 
12 (23,8) YES A 4 ae 3 
13 (379) NO We 3, 6,.4,:3 
14 (318) NO EE S O e E T: | 
15 (E MES S% o a S aa aa 7 





All inconsistent outcome orders are unique. 
The seven consistent outcome patterns occur in 5 sets. 
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